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to defuse attack 
from opposition 

A deal to defuse an attack on the Russian - 
government and chart a course of heavily modifu _ 
reform is near agreement between President Boris 
Yeltsin and leaders of the centrist opposition. 

The government would retain much of its reform 
team while industrialists would secure their chief 
demand of slower economic change. Page 14 

UN blockade beg ins; Western warships 
began enforcing a UN trade embargo on Montene- 
gro and Serbia in an attempt to stop the war 
in Bosnia.. The task force is authorised to use 
force to stop any ship suspected of smug gling- 
goods banned by the UN resolution. Page 7 

Tornadoes leave many dead; At least 
16 people were killed and more than 200 injured . 
in Mississippi, Tennessee and Alabama after a 
series of tornadoes and thunderstorms ripped 
across the southern US early yesterday. The death 
toll exceeded that of Hurricane Andrew. 

NatWtst B a nc orp, US subsidiary of National 
Westminster Bank, is likely to make an after-tax 
profit of more than 1130m this year, its highest 
to date, according to its chairman. Page 15 

ANC threat to stop talks: The African 
National Congress has threatened to break off 
constitutional talks with the South African govern- 
ment unless a date for interim government elec- 
tions is set next week. Page 7 

Peru goes to polls amid tight security: 



Polling stations were under heavy military guard 
and security around Lima was tight as 11m Peru- 
vians went to the polls yesterday. The elections 
are for a "democratic constituent congress” to 
replace the two-chamber parliament dissolved 
on April S by President Alberto Fujimori (pictured 
above with his wife). The congress, which will 
write a new constitution. Is expected to satisfy 
international demands for a return to formal 
democracy. Page 7 

GPA Group, aircraft leasing company, will 
today ask banks to change the covenants in its ' 
borrowing agreements so that they are cash-flow 
related, rather than linked to equity and prof- 
its. Page 15 

Lebanon ‘ready to fight': As Lebanon 
celebrated its independence day, the government 
said the country was ready to fight to rid south 
Lebanon of Israeli forces if Middle Bast peace 
talks could not secure a withdrawal. 

Oly mpia A York’s efforts to keep its US 
operations out of bankruptcy protection are again 
being threatened by creditors, as Swiss Bank 
Corporation extended until tonight a deadline 
for O&Y to pay SSm. Page 15 

Norwegian bank rescue; Norway is today 
expected to announce details of a recapitalisation 
package for its three biggest banks, after it emerged 
at the weekend that the ordinary share capital 
of Den norske Bank had been wiped out.Pagei7 

Turkey presses to Join EC: Turkish leader 
Suleyman Demirel will press for Turkey’s member- 
ship of the EC in London today during talks with 
UK prime minister John Major and European 
Commission president Jacques Delors. Page 7 

Hungary offered military spares: Germany 
will give Hungary free military spares from the 
former East German army, despite concerns that 
this might fuel tension in eastern Europe. Page6 

Mercedes-Benz, automotive subsidiary of 
Daimler-Benz, said it had excess stocks of around 
35X00 cars worldwide. Page 17 

Iraq pessimistic on sa nc tio ns : Iraq said 
it was not pinning much hope on a mission by 
deputy prime minister Tariq Aziz to ask the UN 
Security Council to ease or lift sanctions in force 
since soon after its invasion of Kuwait in 1990. 

Korea Electric Power, largest capitalised 
company on the Seoul bourse, lifted its ban on 
foreign shareholders who will now be able to 
acquire up to 8 per cent of Kepco shares.Pagel7 

Gorman extremists dash: A Berlin squatter 
was stabbed to death in weekend etette* between 
neo-Nazis and extreme leftists. There were further 
incidents across eastern Germany. 

UnBever, Anglo- Dutch food and consumer 
product group, is to inject Rs370m (Siam) into 
Upton India, to raise its stake to 51 per cent from 
its present 40 per cent holding. Page 17 

Rfodne- Poulenc, French chemicals group, 
reported a fail in net income days before details 
of the sale of the state's 10.6 per cent stake in 
the company are announced. The sale win raise 
between FFr3bn and FFr4bn (?550m -5740m) J > age 15 

Waste Management International has 

bought-75 per cent of Environnement Service 
SA, foe FFr235iu ($44m). Environnement Service 
provides «niM waste collection and disposal and . 
industrial cleaning services. Page 16 
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Brussels hopeful 
over trade deal 


French farmers in Lille protest about the farm trade agreement reached between the US and Europe by starting a fire outside a restaurant 


By Our Foreign Staff 

SENIOR European Commission 
officials were confident at the 
weekend that there was enough 
political momentum behind last 
Friday's EC-US farm trade deal to 
overcome French attempts to 
block it. 

The agreement, which settled 
long-running disputes over subsi- 
dised food exports and opens the 
way to concluding the six-year 
old Uruguay Round negotiations 
on liberalising world bade, has 
overwhelming support inside the 
EC, officials said. This view was 
endorsed In London, where the 
fierce French opposition has done 
little to dent optimism that the 
way is now open for a conclusion 
of the Uruguay round 

Meanwhile, the French govern- 
ment this weekend came under 
intense political pressure to 
reject the deal as angry French 
formers threatened to step up 
their protests against the agree- 


ment. These will culminate in a 
nationwide day of action on 
Wednesday and will be aggra- 
vated by other strikes and stop- 
pages planned by workers on the 
Paris subway. French railways 
and Air France, the state-owned 
airline. 

The beleaguered government is 
not expected to take a final deci- 
sion on the fanning agreement 
until a debate in the National 
Assembly on Wednesday. Mr 
Pierre Beregovoy, the prime min- 
ister, has criticised the deal as 
“unacceptable", and claims it 
contravenes last May's reform of 
the EC's Common Agricultural 
Policy (CAP). 

But Mr Ray MacSharry.the 
EC agriculture commissioner, 
says “we have no difficulty 

Continued on Page 14 

Onus now on Brussels, Page 4 
Editorial Comment, Page 12 
The tough talks begin. Page 12 
Japan rice ban, Page 14 


Third realignment of ERM in 10 weeks triggers concern in financial markets 

Spain and Portugal devalue by 6% 


By our Economica and 
Foreign Staff 

SPAIN and Portugal devalued 
their currencies in the European 
exchange rate mechanism early 
yesterday but the agreement trig- 
gered concern in financial mar- 
kets over whether this third 
realignment in 10 weeks would 
prove durable. 

After meeting for 10 hours in 
Brussels, the European Comnau- . 
nity’s' monetary committee 
announced that the Spanish 
peseta and Portuguese escudo 
had been devalued against the 
other six currencies in the ERM 
by 6 per cent 

The monetary committee state- 
ment also said Spain would lift 
the special capital controls 
imposed during the currency tur- 
moil of September to protect the 
peseta after its 5 per cent devalu- 
ation that month. 

But while officials leaving the 
meeting in the early hours yes- 
terday expressed confidence that 
the latest currency changes 
would put an end to turmoil in 
the European Monetary System, 
foreign exchange market analysts 
and economists in London were 
virtually unanimous In predict- 
ing farther troubles ahead. 

The weekend negotiations - 
which came after Madrid 
requested a peseta devaluation 
late on Friday - were marked fay 
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tension between the Spanish and 
Portuguese officials in. the com- 
mittee because Portugal was 
reluctant to devalue its currency. 

The final agreement left the 
Irish punt and Danish krone 
unchanged against the D-Mark, 
in spite of speculation against 
both currencies last week. Nei- 
ther Italy nor Britain, which took 
their currencies out of the ERM 
in September, applied to rejoin 
the system. There was also no 
sign that the German Bundes- 
bank would be willing to lower 
its interest rates in support of the 
latest realignment. 

On Friday, Mr Helmut Schles- 
inger, the Bundesbank president, 
warned that there was minimal 
room for a cut in German inter- 
est rates. Early yesterday. Mr 
Hans Tietmeyer, the Bundesbank 
vice-president, gave no indication 
that the German central bank 
would change its policy. On leav- 
ing the meeting, he said only that 
Germany would do what it felt 
was "appropriate". When asked 





fetsKye JeSs J&R-assiiir ei®? Z&v**' 


whether an interest rate cut 
would be appropriate, he 
answered “no comment”. 

Finance minist ries throughout 
Europe joined in hailing the lat- 
est realignment as a success. The 
French finance ministry said the 
move suggested that the autumn 
currency crisis was over and that 
“our difficulties are behind us”. 

Mr Thor Pedersen, Danish 
economy minister, said it “should 
prevent currency speculation" 
and “bring calm". Mr Bertie 
Ahem, Irish finance minister, 
said he was “well pleased” that 


the punt was unchanged and that 
the outcome was “a recognition 
of the strength of the economic 
fundamentals in Ireland". 

But the limited nature of the 
weekend realignment fuelled 
expectations that the Irish punt 
and Danish krone could again 
become the target of speculative 
attack. Ireland's problem of a loss 


of competitiveness since the 
floating of sterling in September 
has been compounded by politi- 
cal uncertainty ahead of its gen- 
eral election on Wednesday. 

There was some discomfort in 
Spain, the initiator of the 
changes. Mr Carlos Solchaga, 
finance mini ster, said Spain 
would have preferred to wait for 


the Italian lira to reenter the sys- 
tem, but had acted to devalue the 
peseta when there was no sign 
that this would happen. 

From Madrid, it was reported 
last night that the Spanish gov- 
ernment was nervously awaiting 
market reaction, fearful that any 
further speculative attacks on 
the currency might force it out of 
the ERM completely. 

It was also clear that Portugal 
had only agreed to a 6 per cent 
fell in the value of the escudo In 
the ERM with the greatest reluc- 
tance. “We did not need any 
devaluation," Mr Anibal Cavaco 
Silva, the Portuguese prime min- 
ister, said. 

Portugal claims its economic 
fundamentals are sound but as it 
transacts more than 20 per cent 
of its trade with Spain it could 
not allow a second peseta devalu- 
ation in two months to widen the 
gap between the two currencies. 

The monetary committee state- 
ment sought to bolster the peseta 
by stressing that Spain would 
give the highest priority to meet- 
ing its budgetary targets and 
implementing structural reforms 
laid down in its economic conver- 
gence programme. 


Irish punt, Danish 
seen as targets for 


By P«tar Norman, Economics 
Editor, In London 

THE weekend realignment of 
currencies in the European 
exchange rate mechanism met 
with a negative response from 
currency analysts and econo- 
mists who forecast increased ten- 
sions on the foreign exchange 
markets in Hip days 

The Irish punt and the Danish 
krone were singled out as candi- 
dates for renewed attack after the 
six per cent devaluations of the 
Spanish peseta and Portuguese 
escudo were criti ci sed as “too lit- 
tle, too late". Analysts said that 
outside the ERM, they expected 
speculative filing of the Norwe- 
gian krone. 

What we have is a piece m eal 
realig nment It spells the death 
knell of the ERM," said Mr Paul 
Chertkow, head of global cur- 
rency research at Union Bank of 
Switzerland In London. 

“It isn’t big enough and it 
doesn’t involve enough curren- 
cies," said Mr Jim O’Neill, Swiss 
Bank Corporation’s London- 
based head of research. “The 
markets will think: ‘OK, those 
have gone, which will we go for 
now**" 


“There is a week of turbulence 
ahead," predicted Mr Gerry Hol- 
rtwm , chief economist of Lehman 
Brothers International in Lon- 
don. “The main problem con- 
cerns the Irish punt, which is 
very vulnerable. But the markets 
could also attack the Danish 
krone and if that goes, the 
French franc will come under 
pressure,” he added. 

The apparent reluctance of the 
Bundesbank to agree to any eas- 
ing iff its monetary policy in con- 
nection with the peseta and 
escudo devaluations was seen as 
an especially weak feature of the 
third ERM realignment in 10 
weeks. “The disappointment is 
likely to be all the greater this 
time around as there is no prom- 
ise of a cut in the Bundesbank’s 
key lending rates in return for 
the realignment," said Mr Mike 
Gallagher, director of economic 
research at IDEA, which 
researches and forecasts financial 
market trends. 

Indeed, for many analysts, a 
dose reading of the communique 
issued by the EC monetary com- 
mittee early yesterday appeared 
to confirm the Bundesbank’s 
determination, not to adjust its 
monetary policy to save the 
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krone 

selling 

ERM. “Member states whose cur- 
rencies are in the exchange rate 
mechanism will implement their 
economic and monetary policies 
in such a way as to improve their 
convergence on price stability 
and ensure the stability of their 
currencies within the parity 
grid," the statement said. 

“That doesn't amount to a dec- 
laration of mutual support,” 
argued one specialist in interna- 
tional monetary affairs. “If the 
statement had referred to ensur- 
ing the stability of the parity 
grid, it would have imposed obli- 
gations on the Bundesbank. As it 
stands, it will be up to tbe 
weaker currency countries to 
raise Interest rates If necessary to 
keep their currencies in line with 
the Deutsch e-mark." 

According to Mr Chertkow of 
UBS, the markets were likely 
question whether Ireland, Den- 
mark or France would have the 
stomach to raise interest rates to 
irmtnteip parity with tbe D-mark. 

Some analysts said France's 
objection to the trans-Atlantic 
deal on form trade was already 
prompting some international 
investors to reappraise its com- 
mitment to the European Com- 
munity. 
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Bundesbank under 
new rates pressure 


By Christopher Parkas 
In Frankfurt 

MR Bjorn Engholm. the 
German Social Democrat oppo- 
sition leader, is expected to 
press Chancellor Helmut Kohl 
at a meeting today to influence 
the Bundesbank to ease its rig- 
orous interest rates policy. 

As trade union leaders 
argued at a similar session last 
week, he will say the central 
bank’s stance is killing jobs in 
western Germany and smoth- 
ering investment prospects in 
the east. 

The talks, called to draft a 
“solidarity pact" among all 
parties, employers and unions 
to help recovery in the former 
GDR. are set to become crucial 
to Bundesbank's deliberations. 

Whatever the strength of the 
politicians’ arguments - sup- 
ported by a rising wave of job 
cuts, forecasts of nil economic 
growth in the west and down- 
graded expectations in the east 
next year - the Frankfort poli- 
cy-makers are unlikely to back 
off just yet- 

Unblinkingly dedicated to 
monetary stability, the bank 
has its eyes fixed on two key 


indicators which dictate policy: 
inflation and money supply 
growth. 

The depleted band of opti- 
mists still expecting German 
rate cuts this year may draw 
hope from inflation figures due 
later this week. Some econo- 
mists expect a shift down from 
October's 3.7 per cent annual 
rate in the west to perhaps 3.5 
per cent But as others point 
out. any fall will be a technical 
illusion, resulting from factors 
which pushed rates up 0.5 per 
cent 12 months ago dropping 
out of the calculation. 

Although producer price 
rises are now below 1 per cent 
year-on-year and import prices 
in October were down 5 per 
cent on a year ago. there is still 
considerable underlying infla- 
tionary pressure which the 
bank wants to squeeze out 

This stems mainly from 
increases in rents and services 
of around 6 per cent Housing 
shortages have been one influ- 
ence. but the main source is 
the un dimmed pressure of high 
labour costs. 

More trouble looms: a one- 
point increase in VAT to 15 per 
cent in January is expected to 


push the overall rate of price 
increase firmly back above 4 
per cent. 

Money supply growth, 
fuelled by demand for credit to 
ease personal and corporate 
cash-flow problems, is running 
at 9 J3 per cent, far beyond the 
bank’s upper 5.5 per cent tar- 
get for annualised expansion in 
the broad M3 measure. 

Now that the economic 
squeeze has migrated into Ger- 
many, domestic political pres- 
sure for rate cuts will grow. 
But the Bundesbank is deter- 
mined that Mr Kohl, Mr Engh- 
olm, unions and employers 
should come to accept its view 
of what is “right" for Germany. 

The government has prom- 
ised to cut public spending and 
attack its soaring deficit, 
unions have hinted at 
restraining their pay demands, 
and employers have again said 
they will stand firm in the 
coming wages round. But the 
Bundesbank will need evidence 
more robust than tips and 
winks before it is convinced 
that the enemy inflation is in 
full flight and feels able to 
relax Its grip on the interest 
rates tosh. 


Text of 

committee 

statement 

The following is the text of a 
statement issued by the Euro- 
pean Community's monetary 
committee on the devaluation of 
the Spanish peseta and the Por- 
tuguese escudo: 

The ministers and central bank 
governors of the Member 
States of the European Com- 
munity have by mutual agree- 
ment following a common pro- 
cedure involving the 
Commission and after consul- 
tation with the Monetary Com- 
mittee decided to fix new cen- 
tral rates in the EMS. 

The bilateral central rates of 
the Spanish peseta and the 
Portuguese escudo against the 
other currencies of the 
exchange rate mechanism have 


been reduced by 6 per cent 
The new Ecu central rates 
are the following fin units of 
national currencies per Ecu). 


Belgian franc 40.6304; 

Danlsh crown 7.51410; 

D-Mark 1.96992; 

peseta 143.386; 

French franc 6.60683; 

Irish punt 0.735334; 

Luxembourg franc 40.6304; 

Dutch guilder 2L21958; 

escudo 182.194; 

*Ura 1,690:78; 

*stertlng 0.805748; 

'drachma 254.254. 


(* Notional central rates, based 
on market rates ol 20 November). 


The Spanish and Portuguese 
governments will Implement 
strictly all the measures neces- 
sary to ensure that the objec- 
tives of their convergence pro- 
grammes are achieved. The 
Spanish government will 
immediately lift the special 
measures on some foreign 
exchange t ransac tions which it 


recently imposed. It will give 
the highest priority to meeting 
the budgetary targets and 
implementing the structural 
measures laid down in the con- 
vergence programme. The min- 
isters and governors draw the 
attention of the two govern- 
ments to the vital importance 
of restraint on the growth of 
labour costs. Member states 
whose currencies are in the 
exchange rate mechanism will 
implement economic and mon- 
etary policies in such a way as 
to improve their convergence 
on price stability and ensure 
the stability of their currencies 
within the parity grid. 

The agrimonetary conse- 
quences of the present realign- 
ment will be examined by the 
competent bodies. 

The new bilateral central 
rates and the compulsory inter- 
vention points in the exchange 
rate mechanism will be com- 
municated by the central 
hanks in time for the opening 
of foreign exchange markets on 
23 November 1992. 


Devaluation of peseta and escudo raises fresh doubts about monetary union 


Realignment blurs view of 


By Lionel Barber In Brussels 

THE ROAD to European 
Monetary Union (Emu) is 
paved with good intentions. 
But after the latest realign- 
ment inside the Exchange Rate 
Mechanism - the third in just 
over two months - doubts 
about the feasibility of the 
Emu enterprise seem certain to 
grow. 

In Brussels yesterday, EC 
officials portrayed the weekend 
devaluations of the Spanish 
and Portuguese currencies as a 
logical response to currency 
market pressures aimed at 
enhancing stability within the 
European Monetary System 
(EMS). 

But stability has come at a 
price. Rather than signalling 
progress toward a common 
European currency for the 
Twelve, the latest realignment 
underlines the division of 
Europe into two tiers, with the 
prosperous upper half built 
around a D-Mark zone to which 


France is clinging doggedly 
with its "franc fort" policy. 

Germany's reluctance to 
lower interest rates during the 
10 -hour-long weekend meeting 
of the European monetary 
committee not only suggests 
continuing tensions within die 
ERM, it is also a statement 
about the balance of power 
inside the EC. 

This time, there was no 
repeat of the deal last Septem- 
ber when Bonn traded a 0-25 
per cent cut in the Lombard 
rate for a 7 per cent devalua- 
tion of the lira. Haring had its 
arm twisted by the politicians 
two months ago, Germany’s 
central bank was in no mood 
to undergo similar treatment 
again last weekend. 

When bleary-eyed European 
monetary officials produced a 
communique early on Sunday, 
they nevertheless chose to 
emphasise that progress 
toward the goal of Emu set out 
in the Maastricht treaty 
remains on trade. 


Hence the reaffirmation of 
the need for ERM members to 
improve convergence on price 
stability, and the commitment 
of the Spanish and Portuguese 
governments to “convergence 
programmes'' aimed at match- 
ing the best perfumers .in the 
Co mmunity on inflation, defi- 
cits and government debt 

Yet at this moment pressure 
is building in Brussels and 
other EC capitals for a more 
flexible approach. Officials, 
including Mr Jacques Delors. 
European Commission presi- 
dent, are worried that the con- 
vergence programmes’ built-in 
tendency toward deflation may 
have to he adjusted during the 
current recession. 

Without abandoning the 
long-term goal of convergence, 
or diluting the criteria 
required for the final locking of 
exchange rates by the best EC 
performers, Mr Delors is ton- 
ing toward policies which 
would stimulate short-term 
growth - a significant shift in 


thinking from the more rigid 
approach adopted in the late 
1980s, when growth was strong 
and the fresh push towards 
Emu began. 

The two chief ideas circulat- 
ing in Brussels are the creation 
of a European Investment 
Fund to lend money for new 
infrastructure projects, partic- 
ularly road and communica- 
tion links with eastern Europe, 
and a burst of Community 
lending for public works pro- 
grammes, financed through up 
to Ecu5bn (£4bn) borrowing on 
the inter national capital mar- 
kets. 

EC officials stress that the 
growth package would involve 
new borrowing rather than 
new national government 
spending, which in turn would, 
it is hoped, stimulate fresh pri- 
vate sartor lending. But they 
are nervous about Inflating 
expectations. 

EC finance ministers will 
hear more about the planned 
growth initiative when they 


Emu 


gather in Brussels today. With 
Mr John Major, UK prime min- 
ister, apparently offering 
guarded support, there is a rea- 
sonable chance of a debate - 
but no decisions - on a 
growth package taking place at 
the EC summit in Edinburgh. 

Equally, ministers will hope 
to make progress on the Delors 
fl package for increasing the 
EC budget by almost one third 
over the next five or seven 
years, an increase which Mr 
Delors argues is essential if the 
poorer EC members are to 
retain the Incentive to take the 
harsh economic measures nec- 
essary to qualify for monetary 
union. 

The trick is to avoid the mis- 
take of the late 1970s. when a 
Community-led growth effort 
stoked inflation, says one EC 
official This is uppermost in 
Germany’s mind as it ponders 
its role as paymaster of Europe 
and its decision at Maastricht 
to sacrifice the D-Mark for a 
common European currency. 



A police officer (left) guards German finance state secretary Hoist Kohler as he arrives for the EC monetary committee meeting 


Danes 

welcome 

currency 

moves 

DANISH Economy Minister 
Thor Pedersen welcomed the 
weekend's devaluation of the 
Spanish and Portuguese cur- 
rencies within the Exchange 
Rate Mechanism (ERM) yester- 
day and said it would have lit- 
tle effect on Denmark, Reuter 
reports from Copenhagen. 

"The move will only have a 
marginal effect on the Danish 
economy, as only 3 per cent of 
our foreign trade involves 
these countries,” Mr Pedersen 
said. 

“It is satisfactory that the 
devaluations were so small and 
that the readjustments within 
ERM were so limited," he said. 

“This should prevent cur- 
rency speculation. I welcome 
the ERM realignment as it will 
bring calm to the EC currency 
situation.” 

In Stockholm. Swedish cen- 
tral bank governor Bengt Den- 
nis said the devaluation of the 


two currencies would not have 
any great effect on Sweden. 

“They axe relatively small 
trading partners so. it will not 
have any major effects for Swe- 


den,” Mr Dennis told the TT 
news agency. 

Sweden said on Thursday it 
would float its crown a gains t 
other currencies, saying the 


fight against currency specula- 
tors had proved too hard. 

"There is no doubt that oar 
decision on a floating exchange 
rate contributed to the devalu- 


ations. It released a very 
strong reaction in the Euro- 
pean currencies. Many curren- 
cies came under pressure 
then," Mr Dennis said. 
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Reluctant 

t 



devalue too 


By Peter Bruce In Madrid and 
Peter Wise In Lisbon 

THE PORTUGUESE do not 
have much time for their big. 
brash, deficit-ridden neighbour 
on the Iberian peninsula. But 
Lisbon has never been able to 
do mucb about the fact that 
Spain is now their biggest 
export market, consuming 
about 20 per cent of what Por- 
tugal has to sell abroad. 

This weekend Portugal paid 
dearly for. that, as a nervous 
Madrid asked the European 
Community’s monetary com- 
mittee to devalue the peseta 6 
per cent in the exchange rate 
mechanism of the European 
Monetary System. Portugal, its 
exporters already squeezed by 
a 5 per cent devaluation of the 
peseta during the EC currency 
crisis in September, had little 
choice but to let the escudo foil 
6 per cent as well to maintain, 
the status quo. 

It has left a bitter aftertaste 
with Portugal’s Prime Minis- 
ter, Mr Anibal Cavaco Silva. 
“We did not need any devalua- 
tion,- he said yesterday. “The 
escudo survived without any 
problems the foreign exchange 
crisis on Friday.” 

But the peseta did not The 
Bank of Spain spent $3bn 
(£1.9bn) supporting the cur- 
rency last week after the Swed- 
ish government’s attempt to 
shadow the ERM foiled - at a 
reported cost to the Swedish 
central bank of around $25bn 
- last Thursday. Spain’s 
finance minister, Mr Carlos 
Solchaga, calculated that he 
had precious little time to act 
before speculators turned 
again on the peseta. 

The lessons of September 
still bum fiercely in Madrid. 
“Solchaga didn't want to be 
put in a situation where he 
was throwing foreign reserves 
away to defend an overvalued 
currency," said Mr Jaime de 
Pinics, head of research at 
Banco Santander de Negneios 
yesterday. “The Swedish fail- 
ure must have scared the day- 
lights out of the Bank of 
Spain." 

Indeed, while Spain still has 
foreign reserves of around 
553bn. Mr Solchaga has con- 
tributed to further speculative 
pressure by suggesting for two 
months that he would allow a 
further devaluation of the 
Spanish currency as part oT a 
wider realignment, probably 
when Italy decided to place the 
lire back into the ERM. 

As it turned out, he could 
not wait The government 
faces elections in the next II 
months and a sharp fall in 
GDP growth (to under 1 per 
cent in the third quarter), con- 
stant skirmishing with the 
unions and polls showing the 
ruling Socialist party vote 
dropping sharply. A second 
peseta crisis could have ruin- 
ously undermined domestic 
and foreign confidence. 

Analysts in Madrid were at 
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least applauding the govern- 
ment for agreeing to follow the 
devaluation with mi immediate 
withdrawal of a series of capi- 
tal controls Imposed in Septem- 
ber and designed to d i ssuade 
speculation. They stopped the 
peseta falling through its ERM 
floor but alio angered inves- 
tors attracted to Spain after it 
scrapped all exchange controls 
earlier this year. 

But with tiie ar tificial peseta 
floor provided by the controls 
removed, Madrid is anxiously 
waiting to see what the mar- 
kets do to the currency today 
and tomorrow. Will a further 6 
per cent prove to have been 
enough? Government officials 
and Mr Solchaga said they 
believed It would. 

But the problem, says Mr De 
Pinies, is that “there is no 
meaningful wage moderation 
in this country. Wage rises are 
still coming in at around &5 
per cent and if you devalue in 
this kind erf environment you 
- are saying you are doing so 
just to stay level and might 
need another one later.” 

The inflationary effects of 
the weekend devaluation are 
hard to Judge, but some ana- 
lysts were yesterday predicting 
possible interest rate rises to 
dissua de employers from using 
a cheaper peseta simply to 
boost exports while the domra- 
tic economy cools* and to stop 
concentrating on slowing wage 
growth. 

The government has always 
said industry could no longer 
rely on competitive devalua- 
tions to get it out of trouble at 

‘We did not need 
devaluation. The 
escudo survived 
the crisis without 
problems’ 

home, but the effect of the 
devaluations in September and 
this weekend may be to do Jnst 
that Spain' stood' firm for 10 
yean, following devaluations 
in 1959, 1967, 1976, 1977 and 
1982. But including the two 
devaluations, the peseta has 
fallen about 15 per emit against 
thp D-Mark Hm summer. 

Madrid's only guarantee of 
keeping Inflation in check now 
- following a welcome fall last 
month to 5.2 per cent - is to 
stick firmly to the tight fiscal 
anH deficit cutting targets in 
the 1993 budget, but many 
doubt it can do so in an elec- 
tion year, when spending nor- 
mally rises. 

Portugal has been much 
more virtuous, fiscally, than 
Spain, -which will only add to 
irritation in the Lisbon govern- 
ment Portugal has almost full 
employment (Spain has 18 per 
cent unemployment) and the 
Portuguese finance minister, 
Mr Jorge Braga de Macedo, 
was only last week boasting 
that devaluations were “proof 
of the inability of governments 
to concave af and execute & 
credible policy programme”. 
Portuguese officials had even 
been suggesting that by not 
following the peseta down, the 
country might be able to diver- 
sify its trade and end depen- 
dence on Spain. 

Lisbon will be particularly 
irritated by the message the 
escudo devaluation will send to 
exporting employers, as the 
government Is setting a tough 
4-5-5.S per cent target in public- 
sector wage talks, which act as 
a guideline to the private 
industry. 

But Portuguese exporters 
welcomed the escudo’s fall, 
saying they still hoped for 
more. And Mr Victor Constan- 
cio. a Socialist opposition econ- 
omist, said: “After failing to 
accompany the September 
devaluation of the peseta, Por- 
tugal could no longer refuse to 
follow the depreciation of the 
weaker southern currencies 
without losing credibility.’' 

Perhaps, but it hurts in Lis- 
bon nevertheless. 
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ERM move puts pressure 
on punt — and Reynolds 


THE IRISH government, which faces 
a general election in two days, will 
continue to (Mend the punt even if It 
means putting up interest rates again, 
the government said yesterday. 

Ireland stood by the punt’s value in 
the central band of the ERM as the 
Spanish and Portuguese currencies 
were devalued at the weekend. 

The government would defend its 
currency within the central band of 
the ERM at the cost of higher interest 
rates in the short term, the Finance 
Ministry said, but “sustained high 
interest rates would be unbearable" in 
the longer term. This would “under- 
mine the good fundamentals of the 
economy which have sustained the 
punt until now”. 

The government denied coming 
under pressure from German and 
French officials to allow, the punt to 
join the realignment. The ministry 
described the reports as “speculative 
loose talk” but added: “It Is anybody’s 
guess whether the [currency market] 
raiders will return. The continuing 
instability within the system is a 
cause for worry.” 

The government faces a renewed 
run on Ireland’s reserves if the punt 
comes under further pressure today. 

Since sterling abandoned the ERM 
last September, there has been a ques- 
tion mark over the punt Around 30 
per cent of Ireland’s exports go to the 
UK, and 40 per cent of its imports are 
sourced, there. The government 
increased interest rates by 3 percent- 


Dublin pledges 
to defend the 
currency, reports 

Tim Coone 

age points in September and it has 
created a l£5Qm (£55m) fund to assist 
Irish companies adversely affected by 
sterling's devaluation. 

A number of Irish economists pre- 
dict that interest rates could rise by a 
further two points this week, brin g in g 
the Central Bank's short-term facility 
rate to a record 15.75 per cent. Infla- 
tion is expected to be only 2 per cent 
this year. 

Maintenance of a strong currency, 
linked to the D-Mark, has been the 
central plank of the government’s eco- 
nomic policy, which has until now 
enjoyed cross-party support, over the 
past five years. It is a policy which 
has also received the backing of the 
Confederation of Irish Industry and 
the trade unions, although individual 
industrialists who have suffered most 
from sterling's fall and the hi gh inter- 
est rates have begun to raise their 
voices in favour of a devaluation. 

Should Interest rates now be forced 
higher still, those voices will become 
a clamour, and could cost Prime Min- 
ister Albert Reynolds’ Fianna Fail 
party votes in the election, especially 
from mortgage holders. 


Nonetheless, abandonment of that 
policy on the eve of a general election 
would be seen as politically damag- 
ing. particularly as opinion polls 
already indicate that Fianna Fall will 
suffer a setback and that the Labour 
party is likely to emerge greatly 
strengthened and hold the balance of 
power fn the new parliament 

Mr Ruari Quinn, the Labour party’s 
economy spokesman, said yesterday: 
“The problem is being created by the 
high German interest rates, but the 
Bundesbank Is clearly not going to 
change its policy and bring them 
down.” He was in favour of “an 
orderly realignment" of ERM curren- 
cies involving the French franc as 
well as the punt 

“It Is not that we want to devalue. 
The problem is that the punt is being 
revalued upwards with the D-Mark, 
which is now functioning as a Euro- 
pean reserve currency.” he said. 

Last September, the Irish central 
bank borrowed over I£lbn from other 
EC central banks to defend the punt 
after sterling left the ERM, and is 
estimated to have spent an additional 
I£700m in reserves, in September 
overseas investors also sold an esti- 
mated l£500m in Irish gilts of a I£4bn 
total held by them, forcing the gov- 
ernment to reverse its policy of cap- 
ping the foreign debt at I£8.9bn. 

A key factor which saved the punt 
though, was Ireland’s remaining 
exchange controls, which are due to 
be dismantled by the end of the year. 



Albert Reynolds: facing setback in election Picture: Ashley Ashwood 
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French ponder farm 
agreement rejection 


By Alice Rawathorn in Paris 

THE French government this 
week faces a critical decision 
as to whether to carry out its 
threat of rejecting the agricul- 
tural trade deal struck on Fri- 
day night between the Euro- 
pean Community and the US 
In the face of bitter opposition 
from France's farmers. 

The government is expected 
to delay taking a final decision 
until after a National Assem- 
bly debate on Wednesday, the 
same day that France’s tann- 
ers plans to stage nationwide 
protests against the proposed 
agreement. Meanwhile French 
officials will today start trying 
to hammer out a compromise 
at a meeting in Brussels before 
the European Commission 
meets on Wednesday. 

If France accepts the draft 
agreement the unpopular 
Socialist government, desper- 
ately hoping to win back pub- 
lic approval in the four months 
before next year's general elec- 
tions, would almost certainly 
face stormy protests from the 
farm lobby. 


However, if France rejected 
the agreement it would not 

only risk triggering a trade 
war with the US but also find- 
ing itself isolated within the 
increasingly fragmented EC in 
the throes of this autumn’s 
currency crisis and the acrimo- 
nious debate over the ratifica- 
tion of the Maastricht treaty. 

Last night Prime Minister 
Pierre Beregovoy, speaking on 
French television, said Friday’s 
draft agreement was “unac- 
ceptable" and said it would 
“Involve a reduction in exports 
under circumstances that 
would he intolerable for our 
agricultural economy". He said 
he hoped to secure the agree- 
ment of other EC member 
states to block the proposals 
and it would only be after 
Wednesday's meeting “that we 
will know whether France is 
isolated". 

Mr Bdregovoy appeared to be 
pinning bis hopes of averting a 
domestic political crisis on 
wringing a last-minute compro- 
mise from the EC by stressing 
that France was chiefly con- 
cerned about the incompatibil- 


ity between Friday's deal and 
last May’s reform of the EC’s 
Common Agricultural Policy 
(CAP). The concern here is 
that production cuts under the 
US/EC compromise might be 
more than those already 
agreed under the CAP reform. 

Mr Beregovoy has urged the 
EC to analyse whether the deal 
would contravene the CAP. 

The right-wing opposition 
has attempted to exploit the 
government's embarrassment. 
Mr Francois Bayrou. general 
secretary of the UDF, one of 
the largest opposition parties, 
said he “supported" the gov- 
ernment’s opposition to the 
deal but criticised its handling 
of the negotiations. 

The opposition may abstain 
from Wednesday’s National 
Assembly debate tbereby 
ensuring that the Socialists 
take full responsibility for the 
consequences. 

Meanwhile there were angry 
protests outside government 
buildings In Reims, Lille and 
Meurthe as French farmers 
started their protests against 
the US-EC deal. 



President Francois Mitterrand (above) has suffered a foil in 
public approval due to the controversy over France’s unpopular 
new anti-smoking laws and the involvement of senior socialist 
politicians in the AIDS blood scandal, writes Alice Rawsthom in 
Paris. 

The French president’s approval rating has slipped from 31 per 
cent to 29 per cent over the past month, according to an IFOP 
opinion poll published in yesterday’s Journal du Dimanche 
newspaper. This means Mr Mitterrand has returned to the low 
level of approval that haunted him tills time last year. 


US keeps a low profile on Paris opposition 


By Nancy Dunne in Washington 

US OFFICIALS are keeping a low 
profile and making no public state- 
ments about the disarray within the 
European Community over last week's 
form trade reform deal. 

Mr Carla Hills, the US trade represen- 
tative, and Mr Ed Madigan, the US agri- 
culture secretary, were asked about 
French opposition on Friday when they 
briefed the press. 

Tbe response was to point to the 
approval by the European Commission 
as if the deal were now done. It has 
been their view that the Commission 
had obstructed progress in the past on 


instructions from French president 
Francois Mitterrand, passed through 
EC president Jacques Delors. 

Privately, officials regard the French 
response as a manoeuvre to obtain a 
better deal within the Community’s 
reform of Its Common Agriculture Pol- 
icy (CAP). 

US officials are already looking for- 
ward to a return to the negotiating 
table in Geneva and an early conclusion 
to the wider Uruguay Round talks 
under the aegis of the General 
Agreement on Tariffs and Trade 
(Gatt). 

The hope is that major political deci- 
sions can be concluded by Christmas. 


After that the tremendous amount of 
detailed work to be done is expected to 
take weeks if not months. 

Inevitably, the Bush administration 
will run out of time. President Bush has 
vowed to negotiate until January 20, 
the day governor Clinton is inaugu- 
rated. The president-elect has said 
nothing to discourage this final burst 
of activity by his predecessor. 

A senior US official said Mr Clinton 
had “pulled tbe rug out" from under 
French efforts to delay agreement by 
saying after his election: “There’s only 
one president at a time.” 

Specifically be said he wanted a good 
Gatt agreement as soon as possible, and 


that he said he would study the details 
of the farm trade pact reached last 
week. 

The Gatt talks, unlike the North 
American Free Trade Agreement link- 
ing the US, Canada and Mexico, never 
became a campaign issue, and they 
have had the support of landing Demo- 
crats in Congress. 

Senator Lloyd Benson, the chairman 
of the Senate finance committee has 
been mentioned as a possible member 
of the Clinton cabinet 

Last week he flew to Brussels to urge 
a speedy end to the form trade dispute 
and a return to the negotiating 
table. 


Onus now on Brussels to 
square deal with CAP 

LAST Friday's settlement of President George Bush had area limit identical to the 
the subsidised food export dis- overruled Mr Madigan and the - 5.128m hectares envisaged by 
putes between the European deal was finally done. CAP reform; obligatory set- 

Community and. the US pro- France has complained that aside, moreover is 10 per cent, 
duced a collective sigh of relief, the EC was negotiating with a below the 15 per cent set by 
Now, all eyes are on France. gun to its bead: the punitive CAP reform, and 'with a dis- 
French ministers say they sanctions Washington had pensation to grow oilseeds for 
will resist a deal they insist threatened for December 5. In non-food use. France will still 
amounts to a cave-in to US the event, Mr MacSharry gave insist that the 2L per cent cut 
ambitions to dominate Interna- the- US an earlier deadline and in subsidised food exports in 
tionai food markets. They are got away with it Mr Jacques the deal cannot be met, prod- 
demanding that the European Delors, the French Commission uct by product 
Commission, which clinched president whom he had But French officials were 
the agreement on behalf of the accused of undermining the already shifting their argu- 
12, demonstrate that the EC’s • • - ment towards “rebalancing" - 

new international obligations _ . , ^ _ demanding US agreement to 

are compatible with this year's DflVld GSTuDCr Oil restrain their cheap cereals 
reform of tbe Common Agricul- » substitutes coming in to the 

tural Policy (CAP). JQOW HL- pdXLIlcrS EC as quid pro quo for cuts in 

They are adamant that this ^11 reoarrf ^ export TOlume - The US has 

is not the case, so the debate ” v o a only agreed to monitor any 

on “compatibility" is set to be French. prOtCStS “surges” in exports of products 

fierce, backed up by strong like corn-gluten. Nevertheless, 

pressure from France's formers EC officials say. the French 

and parliament and tbe threat negotiations and siding with guns may be spiked because 
of a French veto. But France French interests, was the first the “rebala nc i ng ” wording was 
has been playing uphill for at to congratulate him when the drafted by Germany which has 
least six weeks. And there is Commission assembled on Fri- foiled to support Paris in the 
little sign its partners are pre- day afternoon to endorse the last three weeks, 
pared to accommodate Paris to breakthrough. This was a for The momentum behind the 
the extent of putting a Uru- cry from events a week earlier, deal is likely to Increase until 
guay Round deal under the Mr Delors had been forced to the December 11-12 summit of 
General Agreement on Tariffs invite Mr MacSharry bade to EC heads of government in 
and Trade in jeopardy. the negotiations after he had Edinburgh - only after which 

To begin with, the deal Mr angrily resigned this role, put- form ministers will reassemble. 
Ray MacSharry. the EC agri- ting the Commission president Unless, of course, France is 
culture commissioner, brought and Paris under intense pres- serious about using its “veto", 
back from Washington, is on sure from EC member states. Legally, France can be out- 
certain points dose to France’s But then a paper leaked from voted on the package. But the 
maximalist demands. Mr Mac- tbe Commission into French veto in question is the so-called 
Sharry is aggressively confi- newspapers, implying that “Luxembourg compromise". It 
dent in his achievement and what Mr MacSharry was nego- can be invoked when “very 
will not be sby about telling Bating would require EC form- important interests" of a mem- 
France that, in the end, it was ers to “set aside", or take out her state are at stake, 
the Americans who caved in. - of production, more than a But even French officials 
On Thursday night, with an third of their land. admit that using the “Luxem- 

agreement all but reached, Mr That paper, followed by a bourg compromise" would be 
Ed Madigan, tbe US agricul- formal French presentation equivalent to using France's 
tore secretary, pulled back, for uning similar figures, argued nuclear force de frappe - a 
the third time in five weeks, in for an EC "bottom line" on the deterrent whose only efficacy 
the face of Intense lobbying oilseeds dispute which Mr Mac- is if it is not used. Majority 
from American form organisa- Sharry has tramped. The paper feeling in Brussels is that Pres- 
tiona This time, senior EC offi- argued for a tonnage ceahng on ident Francois Mitterrand will 
dais say. Mr MacSharry gave EC oilseeds output of 11m not risk the further, already 
: the US until today to reply, or tonnes, with a limit to obhga- crisis-ridden stage of int^ra- 
the outline agreement would tory “set-aside" of 15 per cent tion foreshadowed by the 
be withdrawn. He flew back to In the final deal there is no Maastricht treaty by pressing 
Brussels and. within 13 hours, tonnage celling, only a sown this sort of veto now. 


Squeezing the new European single market for all its worth 


Haig Simonian tells how an Italian company with fruit juice operations based in Verona expanded by developing a plant near Berlin 



THE 
EUROPEAN 
MARKET 


WITH a father called Karl 
and a daughter by the 
name of Andrea, Mr 
Oswald Zuegg - until 1918 
Austrian by nationality - 
hardly fits the bill as 
Italy’s biggest maker of 
jams and fruit juices. The 
family business has been 
involved in fruit-growing 
since 1895. 

But in the fruit-growing valleys of Mer- 
ano, In the region Italians call the Alto 
Adige but Austrians still refer to as the 
SQdtiroL the name raises few eyebrows. 
With Cerman the mother tongue of most 
locals, family names and traditions from 
the era of Austrian rule stick deep. 

This year, Mr Zuegg has turned into a. 
somewhat unwilling, champion of cross- 
cultural opportunities and the need for 
change if Italy is not to be left behind in a 
two. or even three, speed European Com- 


munity moving towards an increasingly 
liberalised market 

Though familiar to milli ons of Italian 
shoppers, Zuegg was hardly a name that 
tripped off Journalists' tongues until its 
travails with a local council near Verona, 
one of its three production sites, came to 
light 

The Verona plant, which houses Zu egg’s 
fruit juice operations, had long outgrown 
its boundaries. In a situation familiar to 
many in Italy, plans to expand had been 
thwarted by the country’s notoriously 
slow planning bureaucracy- Worse still, an 
election defeat for the local council meant 
previously accepted proposals were over 
turned by its successor. 

After years of struggling, Mr Zuegg 
decided to throw in the towel “It’s a laby- 
rinth from which we foiled to emerge for 
six years," be says. "Even in a zone ear- 
marked for industry, the attitude seemed 
to be that industry didn't matter.” 


The decision coincided with the start of 
production at Zuegg’s new plant near Ber- 
lin, in what . used to be East Germany. 
Talks with the agriculture ministry of the 
German Democratic Republic about VEB 
Fruchtsaft a small maker of fruit juices 
with around 150 employees, had started in 
the during days of the communist era. 
Assisting toe negotiations was none other 
than Mr Gregor Gysi, the lawyer turned 
politician who subsequently became the 
GDR’s last premier and now heads a small 
all-German opposition party. 

Discussions dragged on as the East Ger- 
man regime fell and the still-inexperienced 
Treuhand privatisation agency took over. 
Finally, in June 1991 the deal was signed. 
Zuegg bought the plant for around DM5m 
(£2m). slashed the workforce to 35 and 
spent DMIGm on new machinery. 

The timing could hardly have been bet- 
ter for Italians eager to point out their 
country's deficiencies. Here was an “Ital- 


ian" company turning its back on the 
motherland for the efficient and reliable 
north. Zuegg’s Teutonic traditions just 
added to the: piquancy. The message for 
Italian industry was dear: a unified Ger- 
many was bound to suck up investment 
previously destined for southern Europe, 
and Italy was to danger M being marginal- 
ised to a unification-dominated EC unless 
it could pot its house in order. 

Mr Zuegg sees things differently. He 
says the company planned to expand 
abroad before matters in Verona came to a 
head. And the new Berlin plant - now the 
group’s most modern - still has to over- 
come the suspicions of West German cus- 
tomers. Many potential western clients 
remain wary of the plant’s semi-finished 
fruit concentrates, sold to dairy companies 
for fruit yoghurts. “The problem is that 
West German customers are still suspi- 
cions about things from the east." 

“We knew from the start we couldn’t 


allow ourselves even one mistake.” 
Although production started last Novem- 
ber, early output, was used Internally. In 
spite of having ultra-modern machinery in 
a plant which is “like new," output built 
up at snail’s pace. However, the local staff 
are dedicated. “You mustn’t underestimate 
these people. They have a sense of pride in 
wanting to show they can produce well" 
He wants to develop the plant to east 
Berlin as a foothold for northern Europe 
with a whole range of products. 

For a company with fewer than 500 
employees and sales of just L250bn (£122m) 
a year, Zuegg is remarkably Community- 
minded. Its promotional material to 
five languages, while its message is 'decid- 
edly pan-European. - - 

Its next aim is to introduce juice from 
Sicily's famous blood oranges to consum- 
ers to northern Europe, starting with Aus- 
tria and Germany. The succulent fruit, 
only available for a limited period and 


barely known outside Italy, will be lightly 
frozen, concentrated, and then sold chilled 
to north European customers. 

' Mr Zuegg is enthusiastic about the pros- 
pects. For, straddling the divide between 
Teutonic and Latin cultures, tbe company 
is mindful of the potential for Italian prod- 
ucts abroad. “We know we have no chance 
with just ordinary fruit juices to Austria 
and Germany. Imitating what others have 
done very well for 20 years is pointless 
be says. 

“But the common European market will 
give us the chance to promote our speciali- 
ties. Over the years, we’ve seen that when 
we stick to what we know, we've done 
well" 

Taking Sicily's deep red oranges to 
northern Europe's shoppers could be just 
the tonic to liven up tired supermarket 
shelves. After all, the free market is sup- 
posed to increase choice, not Just corpo- 
rate earnings. 


INTERNATIONAL ECONOMIC INDICATORS: BALANCE OF PAYMENTS 


Trade figures are given In billions of European currency units (Ecu). The Ecu exchange rate shorn the number of national currency units per Ecu. The nominal effective exchange rets la an Index with 1985 = 100. 
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All trade figures are seasonally adjusted, 
insurance and Irotght charges) Gorman 


oxcept for the Italian series and the German current account. Imports can be derived by subtracting the visible tads balance from exports. Export and Impart data are calculated on the FOB (tree on board) basis, 
data up id and including June 1990. shown In italics, refer to the former West Germany. Tbe nominal effective exchange rates are period averages Of Bank of England trade-weighted Indices. Data supplied 


exospt lor Gannon and Italian Imports which use the CIF method (Including carrlt 
by Datastroam and WEFA from national government and central bank sources. 




Trade and payments in the former USSR 
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Managing divorce between Moscow and Kiev 


TRY AS they might to live in dependent 
existences, the economic fortunes of the 15 
republics of the former Soviet Union are 
inextricably linked. Ukraine’s economic 
policies have been driven largely by a 
desire to achieve economic independence 
from Russia, culminating in its departure 
from the rouble zone a fortnight ago. But 
Ukraine will have to reach some form of 
cooperative monetary agreement with its 
Russian neighbour if its market-oriented 
reform plan, announced last week, is to 
succeed. 

Economic relations between Moscow 
and Kiev have become Increasingly acri- 
monious over the past year. Ukraine, like 
some other independent-minded republic, 
has been issuing coupons for cash transac- 
tions. But it has also been granting rouble 
credits to enterprises to order to pay their 
bills. The result has been an enormous 
expansion in rouble credits, making con- 
trol of Russian inflation almost impossible. 
Since January, Ukraine has issued 
unbacked credit totalling more than 
Rbs400bn. over gi*bn at current exchange 


rates, while its monthly inflation has risen 
to 30 per cent. As Mr Jeffrey Sachs, who^ 
advises the Russian government, argues: 
“There is no realistic possibility of control- 
ling credit to a system to which several 
independent central banks each have the 
Independent authority to issue credit." 

The Russian central bank has taken an 
increasingly tough line. In June, it began 
to limit the amount of trade finance it 
would grant for Russian exports to other 
republics. In September, it effectively 
ejected Ukraine from the rouble zone by 
refusing to accept any farther payments 
from the Ukrainian central h ank. Finally, 
on November 12. the Ukrainian govern- 
ment announced it was abandoning tbe 
rouble completely and planning a fully 
independent currency. 

Yet this monetary divorce will not solve 
the underlying problem which plagues 
economic inter-republican relations: the 
high degree of specialisation and economic 
interdependence within the former USSR. 
Russia trades only 18 per cent of Its total 
output with other republics. But Ukraine 


is twice as exposed to inter-republican 
trade, while 10 of the smaller republics 
have inter-republican trade ratios higher 
than $0 per cent, as the chart shows. More- 
oyer, the concentration of energy reserves 
in Russia and the low level of energy 
prices previously set to the USSR, means 
most of the republics have effectively been 
subsidised by Russia. If trade flows are 
cpir.iifatfffl using world energy prices, then 
most of the republics, Including Ukraine, 
would have large inter-republican trade 
deficits. Already, as energy prices have 
risen, the republics' central banks have 
been forced to create rouble credits to 
finance their growing trade deficits. 

A separate Ukrainian currency will pre- 
clude this inflationary form of trade 
finance. The risk Is that Ukraine’s trade 
with Russia will now collapse completely. 
Russian exporters are unlikely to accept 
payment in a new, non-convertible, and 
potentially highly inflationary currency. 
Nor will Ukraine be able to earn sufficient 
convertible currency to finance trade 
equal to a third of its total output 


One solution, exhaustively discussed to 
a recent book published jointly by the 
European Bank for Reconstruction and 
Devdopment and the Royal Institute of 
Inter n ational Affairs, is an inter-republi- 
can payments union. Russian exporters 
and importers would be paid to roubles 
from the Russian central bank while the 
Ukrainian traders would be paid in the 
new Ukrainian currency. Every few weeks, 
the trade balance between Russia and 
Ukraine would be settled in hard currency 
at an agreed dollar or Ecu exchange rate, 
perhaps with western financial support 
A payments union would allow Russia 
and Ukraine to run independent monetary 
policies while preserving trade i™i« and 
preventing a further collapse to output 
Ukrainian Independence may mavp eco- 
nomic as well as political But a 
shift to autarky would be costly indeed 
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At Mercury, we’re engaged in serious growth. 

Take , our excellent Interim Results. Turnover for the six 
months to September 1992 is up by 29% to £567 million, 
and trading profit by 36% to £94 million. 

It’s a ringing endorsement of the choice we provide and 
our full range of services. 

From a phone at home to integrated solutions in the office, 
including the needs of large international companies. 

With significant savings on long distance and overseas calls. 
Little wonder, therefore, that 98 of the top 100 UK 


companies have chosen Mercury, along with 60,000 
businesses and 250,000 residential customers. And their 
number is expanding at the rate of more than 20,000 new 
customers a month. 

So far, we’ve invested £1.9 billion. With our new alliance with 
BCE Inc., Canada’s leading telecommunications company, 
and the resources and expertise of Cable & Wireless behind 
us, we’re even better placed for the future. 

For more and more people, we’ll be the answer. 

To find out more about Mercury’s business or residential 
services, please call us. FreeCall 0500 500 226 
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: A CABLE* WIRELESS COMPANY 









Banks of on-board monitoring equipment 


• A' one-nineteenth scale model being prepared - tof wbicMtinnei teg#ng 


• Codcpit fetf^qsekie^tk^edla^idfis 




Before making the world’s longest commercial 
flight first fire frozen chickens at the aircraft 


J ET LEGS are getting 
longer. An Airbus A340 
four-engine widebody 
airliner in Lufthansa colours 
took off on Saturday from 
Frankfurt to fly non-stop 12.000 
kms to Honolulu. 

It took roughly 15 '* hours 
and ushered in a new era of 
long-distance air travel 
But the journey - the 
longest non-stop passenger 
flight ever to be undertaken 
under scheduled airline 
conditions from Europe - is 
only a small if spectacular part 
of one of the most exhaustive 
test programmes for a new 
civil aircraft before it begins 
nirular commercial service in 
January. 

Airbus is still struggling to 
win broad public acceptance of 
tile Fly by -wire system it 
introduced in its A320 
narrow body twin-engine 
aircraft and which it is now 
adapting to the A3 n) and its 
>lv’r tor range sister airrraft, 
the .-ViT?! twin. 

Fly-by wire is a system of 
fly me an aircraft through 
computers, it has boon at the 
centre of a long-running 
controversy after three A320 
crashes. lw»i Lr. France and one 
m India. 

It has taken the European 
aircraft consortium iwo years 
t«.» prepare its new airliner - 
claimin'; the longest range of 
any aircraft in aviation history 
for citmmem.il operations. 
Airbus has spent about S1.5bn 
i.i.n testing the safety and 
prrfi irtnanct* of the new 
airiiner iwo fifths of the 
aircraft's total S3.5bn 
diwelopmeni cost. 

Structural and fatigue tests 
■Mi e taki>n place on the 
ground as r.vl! j.> f.ight tests 
living six aircraft costing 
:?l"nm L-.irh Airbus has made 


1,200 modifications to the 
aircraft, many costing millions 
of dollars. 

All new commercial aircraft 
undergo gruelling testing to 
meet increasingly tough 
airworthiness certification 
requirements. But Mr Bernard 
Ziegler, the head of Airbus 
engineering and a test pilot 
himself, says Airbus has had to 
undertake more extensive 
development testing than its 
US competitors, Boeing and 
McDonnell Douglas, not only 
because it is a relative 
newcomer to the airliner 
market but because its aircraft 
have introduced new - and at 
times highly controversial - 
technology to commercial 
aviation. 

On fly-by-wire, Mr Ziegler 
insists that it is a safer and 
more efficient way of flying. 
Boeing, he notes, Is now 
introducing it in its new 777 
widebody twin-engine airliner. 


Paul Betts looks at the $1.5bn programme to test 
safety and performance of the new Airbus A340 


“The technology is not at stake 
and all three A320 accidents 
were crew-related,” he says. 

With the A320, though, he 
acknowledges, Airbus may not 
have sufficiently understood 
and addressed the task of 
training crews to fly using the 
new flight computer system. 

To test the safety of Its 
fly-by-wire system, the AMO - 
like the A320 - has undergone 
rigorous testing for 
electromagnetic interference. 
“The problem is: what happens 
if an airiiner flies by migtairp 
over a secret military base 
equipped with special radars 
which could interfere with the 
electronics on board?” another 
Airbus executive explains. 


‘To study electromagnetic 
interference to the extreme, we 
stuck an aircraft in a French 
naval base, where it was 
bombarded by radio and radar 
waves of various intensity.” 

Lightning strikes can also 
cause serious electromagnetic 
interference, so the AMO was 
flown into a storm to seek out 
lightning. After 17 strikes, all 
systems continued to operate 
normally. The AMO also flew 
over the North Pole to test Us 
navigational equipment when 
everything suddenly points 
from north to sooth. It was the 
first flight ever by an Airbus 
aircraft over the pole. 

A cannon firing dozens of 
frozen chickens at the 


aircraft's windshield and 
engine fan blades was used to 
test their resistance to 
birdstrikes. The runway at the 
French military base of Istres 
had to be lengthened by about 
120 metres to test aborted 
take-offs and the aircraft's 
brakes. 

Mr Robert Alizard, Airbus 
public-affairs manager, says; 
“We needed tbe additional 
runway length to give 
ourselves sufficient margin for 
these tests when brakes 
become red hot and tyres 
sometimes burst” 

In ground tests, the structure 
of one AMO was stressed to 
breaking point. The wings 
were bent by 240 hydraulic 


jacks four metres up before the 
first damage appeared. 
Another aircraft was used for 
fatigue tests, when vibration, 
landing impacts and pressure 
variations are simulated. 

“We test all our aircraft for 
fatigue up to three times its 
planned service life and for 
some components up to five 
times,” Mr Ziegler says. 

One difficulty the AMO ran 
into In testing was vibration 
on the wings. “We had to mafcp 
a slight modification in the 
wing profile in one local area 
but it still cost $40m,” says Mr 
Ziegler. Another snag arose 
when the aircraft's landing 
gear refused to lock properly. 

While static tests were 


performed. Airbus- ran flight 
tests. Two prototype aircraft 
loaded with computers studied 
the behaviour of the airliner at 
all speeds and altitudes, 
including the worst-case 
scenario: finding out how the 
aircraft reacted when .various 
systems foiled. . 

For the first time, Airbus 
conducted flight tests on the 
AMO in real time. The 
information from computers in 
the back of the aircraft 
monitoring all aspects of test 
flight was. directly beamed 
down by satellite to the Airbus 
Toulouse test centre. 

The aircraft was thus 
constantly linked in real time 
to Toulouse, which could itself 
monitor the tests mid instruct 
the pilots to conduct particular 
tests or repeat them 
immediately. In the past, the 
data from the test computers 
on board had to be deciphered 
after the aircraft had landed. 


High life has hazards for the long-range flyer 


AIRCRAFT ARE built to cope 
with marathon flights, but 
how does the human body 
cope? Mr Hans Mirka is the 
ultimate high-flying business- 
man. He left London ou Tues- 
day for Dallas, flew on to 
Tokyo on Wednesday, was 
back in Dallas ou Saturday 
and Is returning home to Lon- 
don tonight. He does this sort 
of trip aboat once a month. 

Head of international 
operations at American Air- 
lines, the world’s largest car- 
rier, he was moved from the 
group's Dallas headquarters to 
London this year because his 
chairman, Mr Bob Crandall, 


felt London was the perfect 
jumping-off spot for a globe- 
trotting executive. 

“Hans can leave London ou a 
Friday, be in Tokyo on Satur- 
day, leave for Dallas on Sun- 
day, attend our Monday board 
meeting and then catch the 
night flight to be in his office 
in London first thing on Tues- 
day," Mr Crandall explained 
during a recent vistt to Lou- 
don. 

Mr Mirka, who has already 
done several of these round 
the world weekend business 
trips this year. Is an extreme 
but by no means unique exam- 
ple of the globe-trotting execu- 


tive. And with the start next 
year of 16 -hour "hops” with 
the A340 very-long-range air- 
liner, the world will shrink 
farther. 

Tbe A340 Is expected to open 
up a whole series of new 
long-distance connections that 
would be uneconomical to 
serve with a 400-seater Boeing 
747-400. But the new era of 
long-distance flying raises a 
number of health and safety 
implications for passengers 
and airline crows. 

So for, there has been no 
real evidence that flying over 
many different time zones 
damages your health. But Dr 


Rory Barnes, a medical 
adviser for the UK's Civil Avi- 
ation Authority, r ec o mmends 
travellers to get up and exer- 
cise their legs during very 
long flights and restrict alco- 
hol consumption to a mini- 
mum. “If you can sleep on an 
aircraft, try to plan a nap to 
put yourself in a new time 
zone,” he advises, as well fol- 
lowing an eating pattern on 
board to help the body change 
rhythm as it crosses different 
time zones. 

One controversial issue is 
the possible risks of radiation. 
Dr Barnes says that very fre- 
quent fliers may face some 


radiation hazards. Their expo- 
sure Is less than for workers 
regularly exposed to radiation 
on the ground, bnt higher than 
for the normal population. 

The higher ami the closer to 
the North Pole you fly, the 
greater the radiation risk. On 
Concorde, which flies at 50,000 
ft, a radiation meter is carried 
on board. New long-distance 
subsonic aircraft also fly high, 
with the A340 able to cruise at 
heights of up to 41,000 ft 

In contrast to pilots and 
cabin attendants, who go off 
duty after a long flight, busi- 
ness people usually have to 
start work. 


Prbbabiy the biggest draw- 
back of very long flights for 
businessmen Is that they 
reduce their overall perfor- 
mance on arrivaL 
Several studies have shown 
that jumping off an aircraft 
after a long flight straight into 
a meeting often leads to lower 
efficiency and poor decision- 
making. 

"People often don't allow 
enough time to travel: busi- 
nessmen would do better to 
delay taking decisions until 
they have recovered," Dr 
Barnes suggests. 

Paul Betts 


That can take up to four days. 

Mr .Ziegler says about 
two-thirds of the test 
programme related to safety, 
the rest involved ' . the 
performance of the aircraft, in 
airline operation. “Today' all 
the safety Issues are resolved 
and dosed; we are in the final 
route-proving programme to 
test the aircraft's operational 
reliability in commercial 
airline conditions.” he says. 

.. The two launch customers, 
Lufthansa and Air France, are 
taking part in the three-week 
route-proving tests Involving 
long-distance and shorter-haul 
flights around the world using 
two aircraft: a longer-range 
A340-200 in Lufthansa colours 
and a shorter-range but 
higher-capacity A34O-300 in .Air 
France livery. The two aircraft 
are fitted out for commercial 
operations but also carry flight 
test instruments to measure 
not only aircraft performance 
but also cabin systems and 
passenger comfort 
“Although less significant 
for the manufacturer, it is 
extremely important for the 
airlines to start up operations 
with as mature an aircraft' as 
possible,” Mr Ziegler explains. 
“This involves chasing all the 
snags and teething problems 
you always get when yqu 
introduce a new airliner. We 
plan to avoid with the A340 
about three-quarters of the 
introduction problems we bad 
with the A32Q.” 

The first delay suffered 
during the present 
route-proving exercise by the 
Lufthansa AMO was on a short 
hop between Frankfurt to 
Madrid. “The coffee machine? 
did not work," Mr Ziegler gain' 
“My flight engineers couldn't 
care less - bnt the airline 
does ...” 


Ozone hole rescue moves lead to a tussle 


INTERNATIONAL OiTOements 
so prevent damage to the 
earth': uzuno Liver have been 
uni* -rf ifci* past decade's most 
■au’iW'uu! responses to envi- 
ron nn-rUa! threats. Today In 
C’ni'onh.n.'en. representatives of 
sonic i«J countries meet to try 
and tighten safeguards further 
- but critics fear the new mea- 
sures may represent a weaken- 
ing of the rules. 

Th? 11*37 Montreal Protocol 
committed iii countries to 
phasing out by the year aouo 
all production of chemicals 
that could damage the ozone 
layer, notably chloroflunrocar- 
botis iCFCsi used in aerosols 
and uircotiditiomng. 


Since then, consumption of 
ozone-depleting chemicals has 
fallen, largely because aerosols 
use substitutes. 

Industrialised countries saw 
consumption of CFCs and hal- 
ons, a second regulated class of 
chemical, fall by 33 per cent 
between 1986 and 1990. But 
consumption rose by 50 per 
cent in developing countries in 
the same period, although total 
levels are still more than 20 
times less than the total in 
developed countries. 

The protocol's signatories 
are wrestling with three main 
ways of tightening commit- 
ments further at the meeting: 

• Accelerating tbe phaseout 


dates. This is likely to be 
agreed, with the phaseout of 
CFCs, trichforoethane and car- 
bon tetrachloride production 
brought forward from January 
2000 to January 1996, and the 
phase-out of halons from 2000 
to either 1996 or 1995. 

Unlike the present form of 
the protocol, the new commit- 
ments will make exemptions 
for "essential industries”, aud 
those will not be defined until 
the next meeting in 1994. Envi- 
ronmental groups have been 
concerned that although the 
measures appear to represent a 
tightening of the rules, the 
"loophole” will allow much 
production to continue. 


• Adding new chemicals to 
the controlled list This Is prov- 
ing more controversial. HCFCs, 
increasingly used as a less- 
damaging substitute for CFCs 
are one target, but environ- 
mental groups are concerned 
that the permitted levels will 
be set too high. Proposals to 
freeze production of methyl 
bromide, a pesticide widely 
used in preserving and trans- 
porting fruit and grain, look 
set for an even rougher ride. 
Developing countries and oth- 
ers who export a lot of fruit 
have questioned theevidence 
for its damaging effects. 

• Establishing on a firmer 
basis the fond to pay for devel- 


oping countries' adaptation. 
This is likely to be the biggest 
area of controversy. 

There is general consensus 
that the present interim fond 
of S200m for 1991-1993 has not 
been working welL Some coun- 
tries, such as the UK, have 
been criticised for not paying 
up their full commitment. 
They in turn have criticised 
the fund, which is imple- 
mented by the United Nations' 
development and environment 
programmes (UNDP and 
UNEP) and the World Bank, 
for its slowness In finding pro- 
jects. 

Bronwen Maddox 


Germany offers Hungary 
free military spare parts 


By Nicholas Denton 
In Budapest 

GERMANY will give Hungary 
free military spare parts from 
the former East German army, 
It said at the weekend, in spite 
of concerns that such deliv- 
eries might fuel tension. Mr 
Bemd Wilz, state secretary at 
the German Defence Ministry, 
said the equipment was neces- 
sary so as not to leave Hun- 
gary “undefended". 

Bonn's decision conies after 
much hesitation and nervous- 
ness that military support for 


Hungary, which borders the 
warring Yugoslav successor 
states, might infringe Ger- 
many’s rules against provi ding 
arms to areas of crisis. 

Mr Wilz emphasised that 
Germany would not supply 
lethal equipment, and Mr Emo 
Raflay, his Hungarian counter- 
part, denied that tbe announce- 
ment marked a Hungarian mil- 
itary build-up. But the 
announcement closely follows 
a visit to Budapest by Mr Boris 
Yeltsin during which the Rus- 
sian president approved the 
delivery of 3800m (£S30m) in 


supplies of military spares and 
air-defence equipment to Hun- 
gary in partial repayment for 
Russia’s trade debt of more 
than S2bn. 

The latest arms deals reflect 
an attempt by Budapest to 
maintain military strength 
while a budgetary crisis pre- 
cludes higher military spend- 
ing The effort to shore up the 
armed forces comes the 
background of deteriorating 
relations with neighbouring 
Slovakia, Romania and Serbia, 
which all contain large Hun- 
garian ethnic minorities. 
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Diplomats say tightened embargo will fail to stop violations along Danube 
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By John Lloyd • 

A TOP military offi cia l of the 
Commonwealth of Indepen* 
dent states has warned that 
CIS states wine “less and less 
able”, to ensure their own secu- 
rity. 

He spoke as reports came iff 
of a massacre of 800 refugees 
on the. border of Tajikistan 
with Afghanistan.' and of an 
intensification of fighting In 
the disputed enclave iff Nag- 
omo Karabakh. 

Li Gen Leonid Ivashov, sec- 
retary of the CIS Defence Min- 
istry council, said in Moscow 
.yesterday that armed conflicts 
were spreading in many 
regions and that none of the 
new states was capable of 
ensuring its own security 
because the process of forming 
armed forces had been so 
slow. 

The worst example is Tajiki- 
stan. .where,, according to the 
Russian trews agency NeGa, 
heavily armed groups attacked 
a refugee camp and killed 
some 800 people. There was 
no indication as to when the 
attack took place. 

The camp appeared to be one 
for the thousands of refugees 
from the fighting between sup- 
porters of Mr Rakbaion Nabi- 
yevc, the former Communist 
leader and supporters of the 
pro-Islamic- government. The 
fighting swept into the repub- 
lic’s capital, Dushanbe, last 
month. The complete break- 
down of order in the country, 
and its fragmentation into 
areas controlled by different 
ethnic factions, appears to 
point to further conflict 

Mr Askar Akayev, president 
of the neighbouring republic 
of Kyrgyzstan, told a visiting 
group of US senators that 
Tajikistan could soon with- 
draw from the CIS and turn 
into an Islamic state. 

In Azerbaijan, the Defence 
Ministry yesterday claimed 
that Armenian self-defence 
forces in the north of 
Nagorno-Karabakh attacked 
two strategic villages. Armen- 
ians said that 30 Azeri and 
eight Armenian soldiers were 
killed. 




. By Laura Silbar in Belgrade 

WESTERN warships yesterday 
began enforcing - a United 
Nations trade embargo on 
Montenegro and' Serbia in an 
attempt to stop the war in Bos- 
nia-Hercegovina.' 

Five ships fro m the Western 
European Union (WEU) yester- 
day were due to join seven 
Nato vessels detailed to stop 
and search 'all ships sailing to 
or from Adriatic ports in Mon- 
tenegro. which along -with 
Serbia comprises the reconsti- 
tuted although unrecognised 
Yugoslavia. 

The ' task force) which 
includes -the HMS Gloucester, 
Is authorised to use force to 
stop any ship suspected of 
smuggling goods banned by 
the ON resolution. ' . 

Nato announced on Saturday 
that ships -from its Standing 


Naval Force Mediterranean 
(Stanavformed) would begin 
policing Adriatic waters yester- 
day with the support of mari- 
time patrol aircraft in an oper- 
ation code'named -Maritime 
Guard. 

However- diplomats yester- 
day feared that the tight- 
ened-op oil embargo would not 
stop violations along land 
routes and the River Danube. 
One diplomat “11% block- 
ade addresses only pari of the 
problem, but the major viola- 
tions concern interdiction an 
the Danube and the still 
parous land borders.” Lorries 
laden with tens of thousands of 
tonnes of petrol ply Yugoslav- 
ia’s frontiers each day, accord- 
ing to police and diplomats. 

The UN imposed sanctions 
including an oil embargo on 
Yugoslavia on May 3L Until 
yesterday, however, the multi- 
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A Bosnian wheelbarrows his belongings yesterday past British armoured vehicles near Travnik 


national Adriatic flotilla was 
only empowered to monitor the 
sanctions, not to enforce them. 

The sanctions have failed to 
curb the bloodshed in Bosnia. 
Serb forces yesterday shelled 
Sarajevo, the Bosnian capital 
besieged for nearly seven 
months. Four people were 
killed in shelling by Serb fight- 
ers of Travnik and Turbe, a 


nearby village, 45 miles 
north-west of Sarajevo. Relief 
workers yesterday warned of 
an outbreak of typhoid fever in 
Travnik, packed with tens of 
thousands of refugees who 
have fled fighting in nearby 
towns. 

Meanwhile in an interview 
yesterday with Politika, the 
main Serbian daily, Mr Dobrica 


Cosic, the Yugoslav president 
said he would not stand 
against Mr Slobodan Milosevic, 
the president of Serbia, in elec- 
tions due on December 20. Mr 
Cosic, a well-known writer who 
wields great Influence among 
Serbs, is widely seen as the 
only candidate who could pose 
a serious challenge to Mr Mil- 
osevic. 


Demirel aims to win better 
hearing on EC for Turkey 


Peru goes to polls 
under heavy guard 


By John Murray Brown bi . 
Istanbul ; 

TURKISH leader Suleyman 
Demirel takes his campaign for 
Turkey's membership of the 
European Community to Lon- 
don today anud signs that Tur- 
key's conservative-led coalition 
is increasingly out of step with 
public opinion on Europe. - 
During talks with Mr John. 
Major, the British prime minis- 
ter, and Mr Jacques DeLors, 
president of the European 
Commission, Mr Demirel will 
make the case that Turkey 
deserves a better hearing, and 
that its value to the west has 
become all the more vital given 
the political turmoil in the 
region. 

Mr Demirel has been quick 


to emphasise that Turkey's 
recent moves to bolster ties 
with both Black Sea and Cen- 
tral Aslan states is no alterna- 
: tive to EC membership. 

In Rome last week Turkey 
signed up as an associate mem- 
ber of the Western European 
Union. However Ankara 
remains anxious that this lo- 
cation defence organisation 
should not replace Nato as the 
centrepiece of European 
defence. 

At the Turkey-EC associa- 
tion council earlier this month, 
both sides endorsed the idea of 
greater political dialogue. In 
' turning down Turkey’s applica- 
tion for membership in 1889, 
the Commission emphasised 
deficiencies in Turkey’s level 
of economic development, -on 


human rights and on lack of 
progress on Cyprus. As erne Ed 
ambassador pointed out, the 
enhanced relationship now 
requires that the Turks 
address these issues with even 
more urgency, particularly on 
questions like the Kurds. 

In his address to the Confed- 
eration of British industry 
today, Mr Demirel trill outline 
Turkey’s commitment to cus- 
toms union. From January 1 
1993, Turkey will simplify its 
tariff regime to reestablish the 
community's preference, fol- 
lowing legislation passed by 
Ankara in July. 

Turkey’s accord with the EC 
envisages eliminating import 
tariffs by 1996, and adopting 
the community’s external tar- 
iff 


By Sally Bowen In Lima 

PERUVIANS went to the polls 
yesterday to elect a so-called 
“democratic constituent con- 
gress” to replace the two- 
chamber parliament dissolved 
by President Alberto Fujimori 
on April 5. Polling stations 
were under heavy military 
guard and security around, the 
capital was tight 

But the electoral process, 
monitored nationwide by a 
team of over 200 observers, 
appeared to be calm and 
orderly. There were no reports 
of violence in the early hours 
of voting. 

The new congress would be 
charged with writing a new 
constitution, as well as fulfill- 
ing standard legislative and 
watchdog functions, and is 


expected to satisfy interna- 
tional community demands 
for a return to formal democ- 
racy. 

Peru’s two largest tradi- 
tional political parties are boy- 
cotting the elections, how 
ever. 

They claim the new con- 
gress, under what they per- 
ceive as Mr Fujimori’s dicta- 
torship, will enjoy neither 
legitimacy nor autonomy, and 
will be reduced to rubber- 
stamping decisions taken by 
the executive branch. 

But Mr Fujimori's personal 
popularity appears to remain 
high enough to guarantee him 
the majority he insists he 
needs to continue with his 
wide-ranging programme of 
economic and structural 
reform. 


ANC threat to stop 
constitution talks 

THE African National Congress (ANC) has threatened to break 
off talks with the South African government on a new constitu- 
tion unless a date for interim government elections is set when 
the two sides meet for bilateral negotiations, expected to take 
place next week, writes Patti Waldmetr in Johannesburg 
This latest ANC ultimatum which was repeated at the weekend 
by its two most senior leaders. President Nelson Mandela and 
Secretary General Cyril Ramaphosa, appeared to be an attempt to 
press home the ANCs current tactical advantage over the gov- 
ernment, which has been weakened by disclosures of a military 
intelligence plot to undermine the ANC. However government 
was quick to reject the ultimatum. 

Tornadoes kill 16 in US 

At least 16 people were killed and more than 200 injured in 
Mississippi, Tennessee and Alabama after a series of tornadoes 
and thunderstorms ripped across the southern US early yester- 
day, Renter reports from Jackson. 

The death toD exceeded that of Hurricane Andrew, which 
struck Florida and Louisiana in late August and caused 13 
deaths. Officials estimated damage will be in the millions and 
thousands of residents from Texas to Georgia were without 
power. 

Israel adamant on peace talks 

Israeli cabinet ministers yesterday said that Middle East peace 
talks would continue despite Arab warnings that the talks face 
collapse, Reuter reports from Jerusalem. 

Mr Shimon Peres, foreign minister, said: “There is no deadlock 
because there will be a continuation of the negotiations." 

Police Minister Moshe Shahal denied a report that Palestinians 
at the talks in Washington had threatened if no progress was 
achieved soon. 

Italians convicted of bribery 

Twenty Italian businessmen have been convicted of paying bribes 
for public works contracts In a corruption trial that has shaken 
Italian politics. Renter reports from Milan. 

Court officials said the men received sentences ranging from 
one year to IS months for paying bribes to former Socialist Party 
official Mario Chiesa, who ran Milan's biggest municipal old 
people's home. 

Bhutto to attempt march 

Mrs Benazir Bhutto, the Pakistani opposition leader, will today 
attempt to- lead an anti-government protest march In the North- 
ern city of Peshawar to step up pressure on Mr Nawaz Sharif, 
prime minister, writes Farhan Bokhari in Islamabad. 

Ms Bhutto is likely to be stopped from going to Peshawar, a 
senior official -said last night But her annn nnnpmpnt si gnals that 
her latest campaign is continuing. 

S Korean president apologises 

Mr Roh Tae-woo, the South Korean president, apologised at the 
weekend for trying to stop his brother-in-law from leaving the 
country’s ruling party, writes John Bruton in SeouL Mr Kim 
Bok-dong was briefly detained by the police last week shortly 
before he was scheduled to announce his defection to the opposi- 
tion United People’s Party (UPP). 

The incident caused political controversy because It appeared 
to violate Mr Rob's pledge to remain neutral in next month’s 
presidential election. 
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NEWS: UK 


NatWest bank chairman calls for sweeping changes in City regulation 


Single financial watchdog urged 


Labour seeks answers on Iraq 


By Philip Stephen*, 
Political Editor 


By Robert Peston, 
Banking Editor 


LORD Alexander, chairman of 
National Westminster Bank, 
yesterday proposed that regu- 
lation of the financial services 
industry should be the respon- 
sibility of a single body with 
sweeping new powers and that 
the present collection of self- 
regutatory bodies should be 
abolished. 

The proposed single regula- 
tory body would have two divi- 
sions. One would police the 
market serving retail Investors 
and adopt a rigorous approach 
to the enforcement of detailed 
rules designed to protect inves- 
tors. 

The other division would 
concentrate on the professional 


market and would be more 
Ansar faire in its regulatory 
methods. 

Lord Alexander’s interven- 
tion in the debate on the future 
of financial regulation follows 
the decision to to hold a review 
of the regulatory structure, 
which is being carried out by 
Mr Andrew Large, chairman of 
the Securities and Investments 
Board, the senior City of Lon- 
don regulator. 

Along with many other City 
executives. Lord Alexander 
believes that the burden of 
rules for the professional mar- 
ket should be reduced, so long 
as there are no detrimental 
effects for personal investors. 

The NatWest chairman's pro- 
posal contains two other radi- 
cal innovations: 


• He wants the new regula- 
tory body to operate a "system 
of tribunals'’ or City courts, to 
punish fraudsters and other 
financial wrongdoers. 

• City practitioners should 
have the right to consult the 
regulatory body for advice on 
the legality of their business 
dealings. Lord Alexander said 
it was important that if sanc- 
tions against wrongdoing were 
increased that City practitio- 
ners should be able to receive 
reliable guidance when they 
had doubts about the legality 
of their actions. 

Lord Alexander said the cur- 
rent system of prosecuting sus- 
pected wrongdoers was “slow, 
expensive and unpredict- 
able ... It Is unfair both to the 
public and the accused”. He 


NOTICE OF MEETING OF BONDHOLDERS 

To the Holders of 


Commercial Mortgage-Backed Bonds, 
Series 1986-1 


9V*% Sinking Fund Bonds Due February 1, 1996 
9-7*% Sinking Fund Bonds Due February 1, 1998 
Zero Coupon Bonds Due February 1, 2006 

of 


Mutual Benefit Overseas, Inc. 


NOTICK IS HEREBY GIVEN, in accordance with the provisions of the Indenture dated ns of February 1, 1986 
illic “ Indenture'* between Mutual Bcnctil Overseas. Ine. lihc “Issuer") and Citibank. N.A.. as Trustee, relating to the 
above -captioned Bonds (the ■‘Bonds"*, ihul. pursuant to Seciiun 9.02 of the Indenture, a meeting (.the “Meeting"! of the 
Holders uf die Bunds (Hie “Bondholders - ) will be convened by Marine Midland Bank. N.A_ as successor trustee (the 
•' Trustee"* under the Indenture, on December 9. 1992. at 9:30 tun. London time. in the Orchid Room or the Dorchester 
Hotel. Park l.ane. London. England. Capitalized terms used but not defined in this nonce shall have the respective 
ntc.iniues ascribed to such terms in the Indeniurc. 

PURPOSE OF MEETING 

On August 21 . 1992. the Issuer. Samuel F. Fnrtunalo. as Rchabiliiaior or Mutual Benefit Life Insurance Company 
in Rehabilitation (“MIIL“k the Trustee and certain Bondholders entered into an Agreement (the "Agreement"), subject to 
ilk* approval of the New Jersey Superior Court supervising the MBL’s rehabilitation (the “Court"), and the Bondholders. 


providing tor. among other things: til the transfer of the common slock of the holding company of the Issuer (the 
“Transter''i to a court -appointed receiver (the “Receiving Agent"): (u) the appointment of IBJ Schroder Bank & Trust 
Company as Receiving Agent on the terms set forth in Exhibit C to the Agreement: (iiil the termination of the Servicing 
Agreement and the Management Agreement; tic) the appointment of a substitute servicer and tv) the filing of a petition 
under Clupter 1 1 of the Federal Bankruptcy Code in respect of the Issuer by the Receiving Agent ten days after the 
Transler. unless such a petition shall have previously been filed by Bondholders. 

On October 21. 1992 the Court, by order of Judge Paul G. Levy, approved the Agreement Accordingly, the only 
purpose of the Meeting is io: 


I . Approve the substitute servicer proposed by the Trustee and the terms of its contraci with the Issuer, or such other 
substitute sers icer as may be proposed in accordance with the procedure set forth below; 

- i ii Apprise the appointment of the Receiving Agent and the terms of its proposed contract with the issuer, (ii) vole 
to exculpate MUL. in ns capacity as Servicer, from any liability arising from certain actions taken with respect to 
certain Mortgage Loans, os mure particularly desenhed in Exhibit B to the Agreement (the “Workout Actions'); 
nit t appruvu the Workout Actions: and (iv) direct the Trustee not to take any action against the MBL based on the 
Workout Actions (the foregoing vote to exculpate, approval and direction being referred to hereafter os the 
“Exculpation"): and 

3. Concur m the advisability uC the filing of a petition under Chapter 1 1 of the Federal Bankruptcy Code in respect of 
lltc Issuer by live Holders of Bonds or ihc Receiving Agent. 

In connection with ihc foiegomg, it should be noted tluu: 

A. Under Hie Agreement, it is a condition of ilk- Transfer that Ihc Exculpation be approved by the Bondholders; 

B. Under ihe .Agreement, if the above matter, are appiuved. the Transfer will occur on January 29. 1993. arul an the 
tenth business itav thereattcr a petition under Chapter 1 1 of the Federal Bankruptcy Code in respect of the Issuer 
w ill he filed by ilie Receiving Agent unless such a petition shall have previously been filed by Holders of Bonds; 

C. The Issuer has advised the Trustee that Holders of Bonds will be able tu obtain materials concerning the mailers to 
fv addressed at the meeting tihe “Issuer Materials") on or after December I, 1992 from tit the Trustee, at the 
location specified below, or t ill the Paying Agents listed below (the “Agents"*; 

D. Bondholders wishing to propov: an alternative to the substitute servicer proposed by the Trustee will have an 
opportunity to do so ai the Meeting, provided that they shall have delivered to the Trustee, by 12:00 noon New 
3 oik lime, on Friday. December 4. [‘**>2. the name of such proposed alternative substitute servicer and. in sufficient 
quantity fur distribution to all Bcndholders. such materials in respect thereof as such Bondholders wish to be made 
available tu tuber Bondholders. Any such materials provided tn the Trustee will be made available to Holders of 
Bond . after 12.00 noon on December 7. 1992 by the Trustee, at the location specified below, and (he Agents. 

ATTENDANCE AT THE MEETING 

rutMiani to lik- terms of the Indenture, unly persutis qualified to vote at the Meeting, representatives or the Issuer, 
representatives itf the Trustee, and the respective counsel to the loregoing, will be admitted to the Meeting. Members of 
die public .a large and members o) the press u ill mu he admitted. 

I. A Uimdhnldcr wlto wishes to attend the Meeting in person must la* produce ar Ihc Meeting either his Bond tor 
Bonds i, sir a v.ilnl ungnul Ownership Cetitficaie (as hereinafter defined) relating to his Bond tor Bonds), or th) 
.-iK.ui-.-e lor CFDEL or liuroclear to advise the Trustee of his ownership of Bands and intention to attend the 
Meeting, all as provided more fully tvluw. Ownership Certificates may be issued by (Ik Trustee, at Ihe location 
sfk-cifn.il below, by each of die Avsents. or. on a torm jv oilablc from the Trustee and the Agents, by any trust 
vumpjnv. bank, depository or Luxembourg Stock Exchange member linn. in each instance satisfactory to the 
Tn: ace tan “Aulhorued Person") 

2 \ B><ndli<->li!er who tl»v. not wish to attend Ihe Meeting in persoa. but who does wish to be represented at the 

Meet ci. 1 . or that votes be cu» at Ihe Meetin : in respect of the Bonds which he holds, must deliver his Bond(s) or 
Ownership Ccnifu^netsi to a pvrxon whom he wishes to aiieml and vote or ihc Meeting un his behalf, along with a 
prow limn. ulii.li nwv K- obtained from Ihe Trustee or ilk- Agents, authorising such person to vote in respect of 
rise U-cid, lined in iiic Owner -hip Certificate, which proxy torm must he signed by the Bondholder and 
,kc > m i p.c lied by a siyiuiure guarantee b> the Trustee, an Ageni. ur an Authurim! Person, 

: hi •uik-i i.- obtain a>< Ownerstup Certificate, a I folder .'I a Bond in bearer form must, no later than two business 
dov . prior :o ihv itav o! Ilk- Mcx-nne. ul deposit his Bt-nJs widi the Trustee or an Agent, ur tbl deposit his Bonds 
will* .vi AcilioireJ Person, it iun '. iliroity so licfvl. and »Mjin the signature ol such Authorized Person, hy an 
jpi'r.ij-rijia ••l!i,. , r ih.-nul. on a luliy completed Ownership Certificate in the form jsailahle from the Trustee and 
A.v-rts ftiTi!. l> ■iepoxued m held will be returned to the Bondholder upon the termination of the Meeting. A 
uieiacoin'.:.' u- pltvlisup) of any Ownership Certifkate issued b> an Authorized Person must be furnished to the 
Ire- 1 ..'. at tb-. !>x.:l:o>i • pec died below, nu later than two business davs pnnr to the date of the Meeting. A Holder 
■ .. Bi-id i.i .c.-istered limn who wishes Co obtain an C*wnership Certificate must cause to be delivered to the 
fra-T'. .u die :■ c.iTnii -pen lied l*cl.»w. m* later than 4 00 p.m. un December 4. I*m2. a wntlrn request for an 
( i iv nersitip Certifi. .th*. whiclt request must Iv siened l»y tin: Rs'-eisierexl fkmdhulder 

\:iy Itond;»i.dcr who-c Bond ■ aic held by CF.DF.I. or Luroclear may obtain admission to the meeting by causing 
Cl LH.I. ur LurucHar. as appltuiblj. to advise the Trustee in wntuig. no later dun two business days piiur in the 
drte oT If:.- Me.lnig. ol su k h B*TdhnIder\ rair.c. Ihe ortguul principal amounttsl and stated maturities of the 
h'i.i.1. owned by .ucfr Ri vtiilml Jer. and that sitch fiofuIhoMcr, or his named represent alive, intends to aliend Ihc 
M.-vHC-* Vi;. It, -id holder ulm-c Bind . arc h;;!«! by ji: in' eslnwil! bank ur other institution that holds such Bonds 
i*in*t :h Lnnklcar or ClrDF.L should request thoi sivh insttlutH-n either (a» direct Eurock-ar ur CEDEL to provide 
Ira t.-e w:h the name ot such Bondholder, or Hie ruene of his reprcsenLUivv. along with the amount of his 
bs-rwtVcu! !s*l. , .i:i: -. hi whic'.icas.- no n*t*:iship Certificate will K: required. «*r<bt issue an Ownership Certificate, 
•c. -v!...:i ca.c finis L*or or Cf-DLI. '.hnuM be requested to c.mftnu the hokhms of such msmution in respect of 
whic!: On. ici-hip Cern:ie-:es have bxvn isstrcd. The Trustee has been informed that in Dider for CEDEL and 
I'ut.x: I..:: !o jsuirv n-mpii uue well the .iforerecntioik'd schedule, they should be instrucied by the Bondholder or 
ir-tilutior. j ■ The ca-e may he. in .m appjopri jle nuiincr. at lea, l lour business days prior to the Jar of the 
Ms-etu-". 1 I: i. -ai';;ed.xl that Bondholders -e.-knt *a.sisiance fn»m liuroclear or CEDEL luntaet them sufficiently in 
a Ivane ihe ji'Te— cn:t«*r-e,l deuiiLnc to a- ■•uie ttmelv cotupltance with such relevant requirements as Eurocicar 
»-r v hLJr!. .tij> 

i flic o: .•eri.il ttwncr.hip Certificates idlsi tv , Lliur.nl ro the Trustee in London on the duv nf the Mecimg in order 
to be admitted :n the Mectrup. an.1 wiit be rcljiKcd by U*: Trustee. 

*• IVrvr . sewn: ;o .eland the Mecjing u ill he' tcqu.rad to furnish identification satisfactory to the Trustee. 

' nil TROTFI. KfM U\ ES rilfi RHJIfT. IN ITS SCH.t DISCRETION. TO ADMIT OR DENY ADMISSION 
TO THE MLETINC, TO ANY PERSON PL'RPURriNt.i TO BE A BONDHOLDER OR REPRESENTATIVE 
nil HEOl- WHO I AILS TO COMPLY STRICTLY WITH THE REtJl IREMENTS SET FORTH IN THIS 
Nona: 


f llk-re ;■> K a q::*nuni j: the Meet in i: filer- mu.t be one or more persons present entitled to vuie Bonds 
r.-pre .e::;:::e a main::!} f:* Xppssf&j CttiTcn; Prircipj! Atiuvint nf llh' Bonds at rbe nine outstanding 


Vf n-iticr MiMuqted tor d.':etminatu.in it act son propos'd to be taken, at the Meeting will be decided by written 
bad.-! In live even: ><t a tree, every tk-rsiin wbai is prevent .tnd entitled to vine shall nave one vole for each One 


ball.’! I<t live even! ><t a vote, every person wbai is present .md cruitled to vine shall have one vote for each One 
IV'il.T i.L S SI (si* ot unpaid pnnetpai ainmait lin die com? of die Sinking Fund Bands) nr /Vccretud Value tin the 
iJ-c •’! At.’ C«iii|v.<n H..' 11 'l.i ol the Bond'- held «r t.-prcsetitcd by such person. Ballots will be mode available at lltc 

Mcel-r-:. 


Hie retened to in Oils NiOo.e are 

f Ha - * -rp Inve-rnicnt Bank tLmeriSmrj.' i S.A. Citibank. N-V. CSSl Department 

lb Avenue Mane IK-icsc Cottons Centcr-Thml Floor 

L-7l.i?L.ivcinbPiiw Hoys l_uur 

I-undon SEI2QT. England 
Attenuua- Paul Donovan 

TI* Tra>:. iTfill. .aid liwixlrar may he omukLil at the following atklicssvs in eantteclnm with the matter 
i.'Icnct! I.; n: u.uicc: 


Mali's 

l .Jpl.ii- Tin 

! 41* Bm i.lv 
Vu Vsk. Nc 
Aitcntion. \L 


.J Batik. \ A 
Peisirlnieni 

-12th Jl.ior 
■v lork li<':? 
\ivt.niCki'r;v. 


M- 

tfelcphivie ■ 2 

i [dvovv.'r: (2 


IVlM.\ Savnio 

i:*n?'-rr<l5> 

l2t»i.V: tv!’?. 


CEDE!. 

b 7 B*J. f irJin! Dushesve Ch.iHutic 
I - 1010 Lit vc mht tut a 
AtlciRuui: OiMndy Events 
(Telephone: 44-'W.2S22i 
iTefce. i*ier. 44.‘«-2-b3l7 t 


Euros'Icar Opera! h si' Center 
Rue de la Regencc 4 
B-lflW Brussels Belgium 
Atlcntmn; Custody Special 
Opcrainms 
(Telephone:? 19 2*77) 
t Telecopier: ? l9-2ft ! 3 1 


rillS NOTH'! 

ill-.' .'.CtllT. Mill 


- IS IMPuRlWf \\D KLk'l lRLS YOUR IMMEDIATE ATTENTION. Il you .ire in any doubt about 
iiiiit.Ii! lake, vi'u dti-uli! ciukol] y.wr |imfe tonal adviwT 


MARINE MIDLAND BANK, N.A. 

1/1 UllMtC 


stressed that the new regula- 
tory body should not take on 
the “vast bureaucracy” of the 
Securities and Exchange Com- 
mission in the US. 

He is sending a memoran- 
dum to Mr Large outlining 
his views, but emphasised 
he was not being dogmatic 
and that Mr Large's eventual 
recommendations should com- 
mand the widest possible sup- 
port in the City and among the 
public. 

There is widespread criticism 
of the current system. Mr Mick 
Newmarch, chairman of the 
Prudential Corporation, a lead- 
ing insurance company, 
recently said that the OK self- 
regulatory system - regula- 
tion by financial practitioners 
- had foiled. 


THE opposition Labour party 
yesterday demanded "straight" 
answers to the evidence of gov- 
ernment complicity in the 
build up of Saddam Hussein’s 

militar y machin e as MPs pre- 
pared for today's full-scale 
Commons debate on the Iraq 
arms affair. 

Mr Robin Cook, the Labour 
trade and industry spokesman, 
said that over the past two 
weeks his party had demon- 
strated that the government 
had consistently parlia- 
ment over the controls applied 
on defence-related sales to 
Iraq. 

He said it was up to minis- 
ters to provide straight 
answers as to why equipment 
used in the Iraqi arms build-up 
was sold to Baghdad in breach 


of the government’s own guide- 
lines and why those guidelines 
were changed without parlia- 
mentary notification. 

Mr Cook said that Mr John 
Major bud told parliament (hat 
the embargo on defence sales 
to Iraq imposed in 1985 had 
remained in force until the 
invasion of Kuwait in 1990. 
"We know that in 1988 they 
first relaxed the guidelines and 
then watered them down,” he 
said. 

Mr Cook, who again ques- 
tioned whether Mr Major could 
have been unaware of the con- 
troversy during his spells in 
the late 1980s as foreign secre- 
tary and chancellor, said that 
British taxpayers were now 
footing the bill for breaches of 
stated policy. 

He said the Export Credits 
Guarantee Department had 
provided insurance for defence- 


related sales worth up to 
£200m on which the Baghdad 
government had subsequently 
defaulted. 

The Labour motion for 
today's debate says the con- 
duct of ministers in the affair 
has been “inconsistent with 
the security of British troops, 
with open government, and 
with the just administration of 
. the legal process”. 

But a government amend- 
ment says that the issue of 
whether any rules were 
breached must be left to the 
inquiry headed by Lord Justice 
Scott and accuses Labour of 
“sensationalism". 

Ministers said yesterday the 
papers which would be made 
available to the Scott inquiry 
would folly support the gov- 
ernment’s case that there had 
been no conspiracy to arm 
Iraq. - 


Britain in brief 
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Recession 
affects credit 
attitudes 
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Public attitudes towards credit 

appear to have changed 
sharply as a result of the 
recession, according to a Mori 
poll earned out for the BBC. 

Only 5 per cent of those 
interviewed said they would 
buy items such as cars on 
credit if their incomes rose, 
compared with 81 per cent 
who thought it better to save 
and use cash. Some 50 per cent 
thought the national economic 
position would get worse over 
the next 12 months - up from 
31 per cent a year ago - while 
only 21 per emit believed it 
would improve. 
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Skoda sets up 
UK Importer 
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Skoda, Czech carmaker now 
under the management control 
of Volkswagen, is setting up an 
importer as part of a strategy 
to quadruple UK sales to 40,000 
a year by 1996. Skoda Automo- 
bile UK takes over on January 
1 from Skoda (Great Britain). 



Small company 
audits may end 


...V ;!{«•.»’ ^4--^ 


•. -‘T5- 


f. 


A 9,000-tonne deck for a gas production platform leaving Glasgow for the North Sea where it will hook up to the Lomond field 
operated by Amoco, CK arm of the Chicago-based oil company. Ihe £60m deck left the yard at DIB Scotland on Clydebank, where the 
Queen Mary, Queen Elizabeth and QE2 liners were built 


The government may abolish 
the requirement for small lim- 
ited companies to have an 
annual audit. The Department 
of Trade and Industry is likely 
to recommend dropping audits 
for companies with turnover 
below the value added tax reg- 
istration threshold of £36,600. 
The move would reduce costs 
for at least 260,000 of the l.lm 
limited liability companies. 


Castle rather than contents 
bears brunt of fire damage 


Two Canadian 
banks in new 
Lloyd’s row 


Japanese group 
‘adopts’ schools 


By John Griffiths 


AS SMOKE and steam lingered 
yesterday over the ashes or 
what were once some of the 
most stately of Windsor Cas- 
tle's 1,000 rooms, it became 
dear that the castle's art trea- 
sures had been less damaged 
by the weekend's fire than had 
previously been feared. 

By last night, Buckingham 
Palace and National Heritage 
Department officials agreed the 
biggest task arising from the 
blaze which raged through the 
800-year-old castle for more 
than 24 hours is the restoration 
of the building itself. 

Some of the worst-damaged 
rooms had been stripped of 
most of their contents as part 
of a three-year renovation pro- 
gramme just months before the 
fire. Only a handful of works of 


art have been lost although 
they Include Sir William 
Beechey's huge portrait of 
George m, familiar to millions 
of visitors to the castle from 
around the world. 

Calls, particularly from some 
Labour MPs, were increasing 
yesterday for the Royal Family 
itself to contribute to rebuild- 
ing costs, despite the govern- 
ment having acknowledged its 
long-standing responsibility for 
mflinfatiniiig the fabric of Wind- 
sor and other royal residences. 

Mr Peter Brooke, Heritage 
Secretary, is expected to make 
a statement in the Commons 
today setting ont when and 
how reconstruction will 
startMedia repo r ts of between 
£S0m and £60m being needed 
were dismissed by offfotaia as 
“guesstimates". 

Reports of how the fire 


started, ranging from a work- 
man’s dropped cigarette to a 
welding torch left too near cor 
tains, were also dismisseti as 
speculative. A team of forensic 
experts is trying to discover 
the cause. Senior officers of the 
Berkshire fire brigade also 
rejected reports that cost-cut- 
ting measures by the royal 
household bad reduced fire 
cover at the castle. 

Tourists were still being 
allowed Into unaffected lower 
grounds of the castle yester- 
day. Nearly 650,000 visited the 
castle last year but it remained 
unclear how long some of the 
main incentives to visitors will 
be closed. The 200-foot long St 
George's Hall Is devastated and 
roofless, the Waterloo Chamber 
is ruined and both the Grand 
Reception Room and great Cor- 
ridor badly damaged. 


TWO Canadian hanks — the 
Toronto-Dominion Bank and 
the Bank of Nova Scotia - are 
refumng to honour letters of 
credit they gave to Lloyd’s 
Names until English courts 
rule on allegations of fraud at 
the insurance market, writes 
Richard Lapper. 

Both banks wrote to Lloyd's 
on behalf of two Lloyd's Names 
earlier this month. The Names 
are among some 80 Canadians 
who face heavy losses as a 
result of their membership of 
syndicates managed by Fel- 
trtm. Goods Walker and other 
agencies. The letters of credit 
form part of the wealth Names 
must show in order to partici- 
pate in underwriting at the 
insurance market 

Lloyd’s is playing down the 
importance of tills latest row. 
A spokesman said that allega- 
tions of fraud “are unfounded”. 


Japanese-owned Fujitsu Micro- 
electronics has launched an 
Adopt a School programme in 
which employees of its County 
Durham semiconductor plant 
will be attached to twelve 
Bnhnnifi fa north-east England, 
to encourage more pupils into 
engineering careers. . 


Judges are 
‘out of touch’ 


Judges are too old, too male 
and too out of touch, says 
according to a survey of public 
attitudes to the legal system. 

More than 65 per cent of 
L.000 people in England and 
Wales surveyed for the maga- 
zine Solicitors Journal agreed 
lodges are out of touch with 
everyday life and everyday 
people”. Almost 80 per cent 
said there should be more 
f em a le judges. Only four of 83 
High Court judges are women. 


Notice of Redemption 


HOUSE MORTGAGE RATE 


J.E Morgan & Co. Incorporated 


With immediate effect 
Coutts & Co have reduced 
their House Mortgage Rate 
for new borrowers to 
8.5% (8.87% typical APR). 


US $2QQyOOQjOOO Floating Rale Subordinated 
Capital Notes due 1997 


NOTICE IS HEREBY GIVEN, pmuat to the provUrms of the Indenture dated ss of December 19, 1QS5 (the 
"Indenture"), between J.E Morgan & Co. Incorporated, (the “Company") and Bankers That Company; as TVuatee 
that the Company has, at Its option elected to redeem 8160,000,000 principal amount of Its Ftaatani; Rate 
Subordinated Capital Notes doe 1997 (the "Nobs") on December 23, 1992 (the “I&nption Date”) at 100% & their 
principal amount phis interes t accr ued thereo n to the Re demp tion Date (the “Redemption Price") in accordance 
withAr^e Three of the Indentareand asset forth in the terms and conditions of the Notes. The following are the 
Bomb which urfll be redeemed hi whole: 


Outstanding Notes of $1QJXX) each bearing serial numbers ending In the fbUowtng two digits; 

00 07 15 20 34 29 33 38 42 47 5156 59 63 71 75 80 90 95 

Ot 10 IS 21 2S30 34 3B 43 48 S25S 60 68 72 7B83B19S 

03 11 17 22 27 31 38 40 44 49 53 57 81 68 73 77 84 32 97 

08 12 16 23 2B 32 37 41 46 S0 54 58 62 8B 74 7885S4SB 


Their House Mortgage Rate 
for existing borrowers 
will be reduced to 
8.5% (8.87% typical APR) 
with effect from 
Tuesday 22nd December 1992. 


Abo Notes of $10,000 each bearing the Mowing serial nnmbenc 


99 

999 

1898 

2499 

3299 

4098 

4889 

5889 

>99 

999 

1799 

2500 

3390 

4199 

4999 

5798 

299 

1090 

1898 

JBflfl 

3499 

4299 

5099 

5899 

399 

1199 

Ifiggf 

278 0 


4399 

BIBB 

5993 

489 

1299 

2099 

2889 

3899 

4489 

S299 

8099 

sae 

1389 

2198 


3799 

4589 

5399 

8199 

699 

1499 

2299 

3099 

3899 

4689 

5499 

8299 

789 

1599 

2399 

3199 

3999 

4799 

rare 

6398 


«*» 7899 3499 9299 10099 10399 

SS £55 9399 10199 10999 

7099 7899 8899 9499 10Z39 


Ontstamfitg Nates of $250,000 each bearing serial nnmbers ending in the fbDowing' two digits: 

00 04 08 15 20 28 33 37 41 47 52 57 62 68 70 74 81 87 92 97 

010S1Q 16 222934384248S35S63B771 7SB38893 

0206 13 1923 3035384350 54 59 64 68 72 79 84 89 94 

a307 14 1fl24 32 36 40 44 S1$5 60 6 S 69 73 a 0 65 80 96 


Also Notes of$2SGJ)00 each bearing the fbUowing serial numbers: 

99 


Mortfige, are granted aubject to atarva and condition*. 
Applicant* ranat be over the age of majority- Security fi 
required. APR’s may be variable. Written quotations arc 
available do request. 


All conditions precedent tn such redemption have occurred and the principal and interest on die Notes trifl 
become due and payable on the Redemption Date upon presentation and surrender of the Notes so called for 
redemption together with all tusnatiired coupons attached, on or before the Redemption Date at the specified office 

of any of the Paying Agents listed below: 


Swiss Bank Corporation 
lAeschenvontadt 

CH -4002 Basie Seitastod 


Company of New \ork 

60 Victoria Embankment 

London EC4Y OJP 


YOUR HOME IS AT RISK IF YOU DO NOT KEEP UP 
REPAYMENTS ON A MORTGAGE OR OTHER LOAN 
SECURED ON IT. 


Morgan (foara^TVTHt Compan y of New 7brk Moigm Guaranty That Company of Nevr York 

Manger Lant htn wse 46 Avenue des Aria, 35 

D -0000 Frankfort *m Main 1, Germany lttio Brussels, Belgium 



MPteceYendeme.T 

ftris, France 
On and aita- the Redemption Date, 


kanpanr of New York Banqoe Internationale a LnsemboureSA. 

woe, 76001 2 Boulevard Rajas 

ance L-2953 Luxembourg 

0,1 3? Notes “ "ft? f ST redemption wiD cease to accrue and the 


sole right of the holders of the Notea thall be to reemw pnrmentat the RedemptfaT Price Ondwflnv navrontrora 
mfcstag coupon in respect of which a deduction shall harebeen made from the Redemption Prire)upon^«ider 
of the Notes. 


Payment pursuant to the presentation of the Notes for redemption made by transfer to a United States dollar 

-.JOtmtmmntahied by tiwagagwfth a tank in the United Strtw may be BPlpect to reporting to thoHn frf ji Staten 

Internal Revenue Sendee (IRS) and to hacknp with h oldin g of goa of the proa praeeds(fegUKling m-cmiim, ;r 
applicable) [f a payee &lls.to provide a paying agent with an executed IRS Form V/-$ in theca^ofanojfn’ ^ 
povonoran exranted IRS Fbrro W-8 in the case of a tLS. penoo. Those holders who are mmL^niS ttefr 
accurate Itapayer Identification Number and who fail to do so any also be subject to an IRS penaltr of UlLiBO 
Accordingly; please provide all appropriate certification when presenting the Notes for payment 


440 Strand, London WC2R OQS 


Dated: November 23,1992 


Moqpui & Co. Incorporated 
Bif Bankers Trust Company; a» Trustee 
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FINANCIAL TIMES MONDAY NOVEMBER 23 1992 


MANAGEMENT 


S wiss bankers traditionally 
neither take risks nor are 
they iconoclasts, especially 
where computer systems are 
concerned. 

Yet a group of cantonal banks, 
based in Lausanne and Geneva, is 
pioneering an approach to data pro* 
cessing which may presage a new 
era in electronic banking. 

Led by Banque Canto nale Vau- 
dolse (BCV), a medium-sized retail 
bank serving the canton of Vaud 
from Its Lausanne headquarters, 
the group is pooling its computing 
resources in a separate organisation 
owned equally by five founder 
members. 

The collaboration has come about 
principally through BOV’S need to 
share the estimated £ 100 m costs of 
developing new and more competi- 
tive computer systems. 

The Financial Times first exam- 
ined the project when it was on the 
drawing board; three years on, it 
seems to be going well with cost 
reductions of up to 30 per cent a 
year expected by 1995 on what 
would have been total running 
costs for individual members of the 
consortium 

The new company. Unidble, is 
now planning to recruit more mem- 
bers and sell its services outside, 
doubling the number of accounts it 
is processing to 2m within five 
years. Its management considers 
this the minimum to survive. The 
Union Bank of Switzerland, one of 
the country’s big three interna- 
tional banks, Is among the organisa- 
tions which has already talked to 
Unicible about possible co-opera- 
tion. 

Unidble began operations for- 
mally at the beginning of the year, 
rinsing a stir in staid Swiss bank- 
ing circles. 


Alan Cane reports on a pioneering effort to develop a 
new approach to data processing 

Swiss bankers 

share secrets 




The development is controversial 
because it provides Identical data 
processing services to each member, 
operating computer hardware on 
behalf of shareholders from two 
mainframe dies. 

A bank's computer system these 
days contains as much of value as 
its vaults. Accounting information, 
lending records and so on, are filed 
away on batteries of capacious disc 
drives. 

It is the kind of data which can be 
used to compile marketing profiles 
of customers, opening the door to 
the cross-selling of a wide variety of 
finandni products. Bankers conven- 
tionally see such information as 
their crown jewels and guard it jeal- 
ously. 

Yet the Unidble shareholders - 
BCV and Credit Fonder Vaudois in 
Lausanne, Banque Ffypothfcafre du 
Canton de Gen&ve and Caisee 
d’Epargne de Gen&ve in Geneva and 
Banque Cantonale du Valais in Sion 
- are not only -sharing processing 
services, but developing applica- 
tions software on a common basis, 
using a single software develop- 
ment method. 



\ r .* 

*> 





>■ * a*: 


This indudes software designed 
to give institutions a competitive 
edge, again an area companies tra- 
ditionally reserve for their own 
computing specialists. 

The Unicible initiative is a form 
of facilities management, or “out- 
sourcing”, which is becoming an 
increasingly credible option for 
companies anxious to concentrate 

on what they do best, leaving essen- 
tial, but non-core, activities to out- 
side specialists. 


B ut it is still highly unusual 
In the hanking co mmuni ty. 
Barclays Bank in the UK, 
for example, recently hived 
off its data processing department 
as a subsidiary, Barclays Computer 
Operations (BCO), which sells com- 
puting services to outside custom- 
ers in addition to members of the 
Barclays group. BCO is wholly 
owned by Barclays, and its outside 
customers - while In financial ser- 
vices - are not competitors. 

Unicible has its origin in deci- 
sions taken in the late 1980s by 
BCV. Then a moderately successful 
cantonal bank, it was concerned 


about Its continuing ability to hold 
its own with its big Swiss competi- 
tors - Union Bank of Switzerland. 
Swiss Bank Corporation and Credit 
Suisse - and, with the advent of 
the single European market, foreign 
hnnlra as WelL 

Like many cantonal banks, its 
strength lay in its local business - 
personal savings and mortgages - 
and it lacked the business expertise 
and computer systems flexible 
enough to exploit newer, more prof- 
itable banking products. 

The bank had two iconoclasts 
among Its senior executives: Fran- 
cis Randin, then senior vice-presi- 
dent for organisation and informa- 
tion systems, and Pierre Pennone, 
bead of information systems devel- 
opment. Randin, the youngest-ever 
member of the Swiss Bankers Asso- 
ciation, has now given up his bank- 
ing career to run Unicible. Pennone 
has taken charge of systems devel- 
opment there. 

Randin and Pennone persuaded 
BCV to re-engineer Us business pro- 
cesses and its information systems 
using special computer software 
developed by Texas Instruments, 



mi 
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Pierre Pennone (left) and Francis Randin: developing new information systems 


the US-based electronics company, 
and new International Business 
Machines' file system, DB2. 
Business process re-engineering 

- changing the way a company 
does business to focus its respon- 
siveness to fast-changing markets 

- is a hackneyed term today but, 


back in 1988 it was very new, as was 
the Texas Instruments' software 
Information. Engineering Facility or 
EEF. 

BCV became its first commercial 
site; it still has more experience of 
the technology than any other cus- 
tomer. 


Exploring new construction contracts 

Deborah Hargreaves says BP is seeking to cut the cost of gas exploitation 


There is a One balance to be struck between cutting costs and maintaining quality 


B RITISH Petroleum is pio- 
neering a new type of con- 
tract that could significantly 
cut the cost of construction work in 
the North Sea. 

The new rontr *** heralds much 
closer co-operation between North 
Sea contractors and their oil com- 
pany customers at a time when rig 
orders are thin on the ground. 

BP has entered into partnership 
with two contracting companies, 
UIE Scotland on Clydeside and 
Glasgow engineers, Kvaerner HG 
Offshore, to share the cost of build- 
ing a £50m rig to develop the Hyde 
gas Geld. 

The three companies have cre- 
ated an alliance that aims to get 
away from the traditionally adver- 


sarial relationship between con- 
tractor and client. 

By clubbing together, the compa- 
nies are hoping to eliminate any 
overlap in the work of designing 
and bnfidmg the gas rig. 

This should cot down on excess 
costs which often build np when a 
contractor Is working on a project. 

The idea of a partnership 
between oil operators and contrac- 
tors is driven by the changing 
needs of the North Sea where 
future developments will be small 
and extremely cost-sensitive. 

Brian Divers, managing director 
at UIE Scotland, estimates that the 
Hyde rig should be completed 20 to 
30 per cent below the budgeted fig- 
ure. 


“The common objective is to 
come out below target, whereas 
contractors often boost costs in 
order to make a profit.” be says. 

The design, engineering and con- 
struction team working on the 
Hyde contract consists of around 30 
people when, typically, a similar 
project would have employed three 
times that many. 

Layers of inspectors and supervi- 
sors have been eliminated although 
the project managers stress there is 
still a fine balance to be strode 
between ratting costs and main- 
taining quality and safety. 

If the rig is completed below cost, 
the cash left over wBl be used to 
pay out preset profit levels to the 
two contractors. Once that has 


been paid, any remaining funds 
win be spilt on an agreed percent- 
age basis between all three part- 
ners. 

This means the contractors stand 
to earn higher profit margins than 
on traditional contracts, but since 
they carry part of the risk they 
could also end np with nothing. 

If the project is subject to any 
cost overrun, additional funds are 
provided by all three companies on 
an agreed percentage basis up to a 
certain cap. 

Chris Rhodes, manager of the 
southern North Sea exploitation 
and development at BP, explained 
the necessity of cutting costs: 
“Maybe for the Forties development 
[rme of the first flagship North Sea 


IEF is a very large and sophisti- 
cated form of computer-aided 
systems engineering (Case); it uses 
computer power to design business 
processes and automatically write 
the computer systems to underpin 
them. According to the US technol- 
ogy consultancy Gartner Group, it 
has proved itself the most success- 
fill Case system in a difficult mar- 
ket 

But the entire strategy, planned 
to take up to 10 years to complete, 
was certain to cost more than BCV 
could afford alone, hence Unicible. 
Three years into implementation of 
the transformation strategy, both 
Randin and Pennone agree that IEF 
has proved an effective reengineer- 
ing tool. 

One-tbird of the five banks' appli- 
cation programs - some 2,000 oper- 
ational procedures - have been 
rewritten; another third will be 
ready in 18 months. That leaves 
what Pennone describes as “deci- 
sion-making” programs - software 
for competitive advantage but in 
areas outside the banks' present 
expertise. 

For these topics it is seeking out- 
side know-how: for investment port- 
folio management, for example. It 
has bought a Belgian product which 
it is rewriting, using IEF to offer to 
its shareholders. 

Pennone explains that Unicible 
works because its shareholders 
have tiie same processing needs and 
the same global strategy; they are 
not in competition with each other 
although they face the same threats 
from bigger banks. 

And they have the same need to 
keep up with technology. Pennone 
is already beginning to think about 
open systems and multimedia 
which he says represent a “tremen- 
dous opportunity”. 


fields] yon could afford a bit of 
gold-plating and still make money, 
but you can't do that on these 
smaller fields.” 

The partnership idea also builds 
a closer, more long-term relation- 
ship between contractors and oil 
operators in the current uncertain 
climate. 

“There is a growing recognition 
that if we continue to do things as 
we’ve always done in the North 
Sea, the life expectancy of contrac- 
tors and operators is limited,” said 
Rhodes. 

BP is applying the general princi- 
ples behind a partnership deal in 
its negotiations with other contrac- 
tors and other North Sea operators 
are looking at the concept with 
interest 

But some oil executives believe 
the idea works only with smaller, 
less complicated construction pro- 
jects and will take some time 
before it can be applied to large- 
scale deals. 


REPEAT INVITATION TO TENDER FOR THE HIGHEST BID 
for the separate purchase of the production units and other assets of 
"HELLENIC CHEMICAL PRODUCTS & FERTILISERS COMPANY SA", 
of Athens; Greece. 

-LTIJNiXJ KEMALEDU SJi. Adwthuanaoe of Asms as d UsHEtiei', « ia capacity as liquidator of 'HELLENIC CHEMICAL PRODUCTS A FERTILISERS COMPANY SA', 
of 20. Amins ivc, Athens, Greece (the "Company”), which has been iWiffid. by virtue of deci si on No 4299/1992 of the Athens Conn of Appeal, reader the OH of special 
liquidation according to the provisions of Lew 1892/1990 

" irpcirt cull frf 

for the big h t * bid by mtnwiTirn of staled b inding offers tor the srpmtr purchase by pub Be auctions (the * Anettas") of one or mote of Ac prod u ctio n mats ad other assets o f the 
Company. defined by the Athens Conn of Appeal as follows: 

PRODUCTION UNITS AND OTHER ASSETS OFFERED FOR SALE (brief description) 

1. DRAPE rSONA INDUSTRIAL COMP * jZ - m MT? /lit Am+lnate The Ptgk hnflr m» — aalt of «S OWhn« owned ho the damn— and located bv die «a m Dranmans. 
Piraeus and is a c c omm odated by esebane port facilities. It rndedes secton for fettiTaen, for snlpharie acid and phosphoric acid, for chemicals, for sheet glass and for 
sgricnltnrei dremicals. The DJC is in operation with a penonne] of 810 employees. 

2. KASSANDRA MINES (2nd Auction): The mines are located m the area of the vflUges of Strwmf and Olympias ra the C b aB MdiH Pennon 1* (Northern Greece) and arc 
accommodated by port factories. The Mines fodode l,764JW0ni* of land owned by Ac Company, booses and two differential flo t ation ore plant* for mix e d s alpM dcs with a 
capacity of 70X000 and 40X000 tons respectively with certain wilphides ore reserves of more than 13 eefllion tons and poastty 7 more mflUon tons and, in add iti o n , 11 nriffioa 
tons of pyiite. 4 nfllm tons oT dalcopyrite. and l-SmOtton Ions of manganese ore. Hie Company is bohfing mining fleenscs over a total area of SSOKm 1 . The Mines arc in 
operation with a per so nnel of 1,0*9 employees. 

X Ht-'RMIQNI QUARRIES /3cd Anctiank In foe a osr r riiHt sector the Cemosny Is holding s msrideqtanr ofavaristion known as He fi o ks ston* sad two ptsnta for the pnxesshm 
of marble btodcs of a capacity of lSJOOOaf shotted near the town of Hernrioni in Fetopoonessn on owned bad of lO&OOOm 1 ladnding houses of a total covered area of SM2n? 
and offices and votes of a tool covered area of 934m 2 . The qniries ore in operetta with a personnel of 10 employee*. 

4. STOCKS IN CING SA (4th Auction) : Nine (9.000) regt n ered shares h the Greek co mp any •Chemical Industries of Northern Greece SA’, being 1596 of the stare 

capital thereof. 

5-6. R EAL ESTATE PROPERTIES I3A-6A Auction! ; (a) 25.000m 1 of land within and lTLOOfari* ootsbto the territorial limits of the Yslora Area (Province of Mesrenis); and (b) 
14.000m' of land an the fikali (Attica) region outride the town pirn". 

7. REMAINING ASSETS OF THE COMPANY r 7th Atactta) ; The t wnafafa ig erects of the Company, which sre oflfcred for safe as a single whofa. mdude a portfolio ctOTpMnJg 
stocks in various Greek companies, variona mining Beenes .real estate properties and other assets. 

OFFERING MEMORANDA - FURTHER INFORMATION: Interested parties nay 6htaln an Offering Mcmorerekun for each of the above mentioned production units and other 
asses, an Information MemomndBm for the Xassandre Mines (prepared by CMtart, NA, financial adviser u the fiqwdator) and any farther i n form a t i o n, upon execution of a 

m i frl fmaKni yif a m V 

TERMS AND CONDITIONS OF THE AUCTIONS 

1. The A uct ion* rtsll pfaee in amM d a nc e witbthe provisions of article 46a of Law 1892/199CX the terms and coadhfoasset forth beidn and the Terms and QmBtitn of Sale" 

contained in the respective Offering Memoranda. Such provision and other tram* and conditions shall apply Irrespective of whether they are metrtloocd herein or not. 
Submission of binding often shall wean a c c ept ance of anefa pwvfekws and othtf terms and cowHtw n *. 

2. BiMfinx Offers ftx tbe pnticipation in each of the Anctioas interested parties are hereby invited to submit binding oftes, net liter than the 14th December 1992, 12dW btmre . as 
follows: 

(1) For cadi of: Drepctsooa Industrial Cbmpkx (Is auction), the Stocks is ONG SA (4th aoetta) and the plots of bad (5ch-6th auction) to the Athens Notary PubBc Ioanna 

Givrieli-Anapmsidaiu, address: 18 Fldioa sir, Athens, Id: -t-KM-JoUlJl or 361.97.28; and 

(2) For each of : * utw (2nd miction) Hcrmtai Quarries (3rd auction) and the Remaining Assets of the Company (7* incticn). to the Athens Notary PubBc Amts 

Tstfrea, address: 10-12, Ippocratous str., Athens, tel: +3Q-1-36I.9SJB or 3601.38. 

Offers should expressly state the offered price sad the detailed terms of payment (in cash or in Insabnems, mentioning the number of hnt al mcrrt a. the dates thereof and the 

piwpwrrf Wwfasiml iMfVPl t ftfc) 

Binding offer* submtad later than tbe prescribed lime limit, as referred to hereinabove, shad neither be accepted nor considered. The offers shall be binding until the 
adjadkatioR. 

3. Letters of Gawrwrec. Bfaifing offers must be accompanied by letter* of gomtec, famed, fa aoeonlance with the Aalt fa™ of letter of guarantee remained In the respective 
Offering Memoranda, by a bask legally opcode in Greece and valid until the adjudication. The amounts oT the tact* or guarantee must be as follows: (a) for Drepctsooa 

cbmp lea ( « *#«ta) ■ (b) for Kamandra Mims (2nd suction) : dts. 351X000000; (e) tor Hcimiooi Ocarries (3rd auction) : **. 40JXXXD00; (d)for 

rtw siofl! p. fi m b «ca ( 4 g mtionfr Aw ai)jpnp nnf+ (e) for each of the plots of land (5th-6th auction) : dr* 4fXOOO,OOft and (0 far the Remaining Assets of the Company (71h 
Auction): prs-W.tH M . ffK> of aji be returned after the adjadicaiioa. In the event of nan-eompUance with the provWoos and other terms and c omfltta * 

referred to paragraph l hereof, the Icttetx of gnsraotcc shall be forfeited as a penalty. 

4 . be sob mitted in scaled ccvtlopes. Submission shall be made In percou or through a duly authorised agent. 

5. Envelopes emuming the blading offers AN] be unsealed by the regJective Notaries, in their offices, a the addresses mentioned abov yon the I4ih December 1992, K 13*0 
bouts. Arty party hata* duly ubmfeed s bmdbg offer sfaai! be entitled to attend and sfei the deed mtestii* tto mutating of the binding offer*. 

n. Ax highest ladder shall be consldoed Ae participant whose offer win be Judged , by tbe 51 % of the Company* credited (Ae -Credkon), m their abs olut e (fiscretion. upon 
92 ^goutacf da: liquidisoc.io be mtbe best fotenna of oil of Ac creditors of Ac Compsny. Mention is made tot for Ac purposes of evaluating an offer proposed to be paid in 
imtibncnH, (he present value thereof stall be taken into accgwtf, which shall be cakulnled on the bash of a dmcrmnt iorerert at an snnuai rate of 28% esmpoanded <pmrtcdy or 

y rally. _ _ 

7. The iajuhJwor shall give written notice to the highest bidder lo appear oa the date and place mentioned therein and cxcarte Ae contract of sale m aooordmiee with the terms 
rontaiiKd m his binding offer aodtar any other improved terns which may be suggested by AcOttfitore and agreed upon. A^udkarta shall be deemed [o take effect upon 
execution of the contract of ssle. 

& Mention is hereby made that special atUtioori mas sfcaB apply fe reaped of Ac sale of each of (■) Dnpetsona Industrial Cample* (I« metim), (b) Kasaodra Mines (2nd 
aunta), and (c) I tamioiil Quarries (3rd netta). in mew of Ae fact Ait aid production unto are in operation and wUl be so sold and Ail Ae ament assets are aalgea A daily 
variation Such special terms are metoded oi Ae Terms and Conditions of Sale' contained fa Ae respective Ofleru« Mcmonndafor each snrefon sod refer to Ae coosidention 
of Ac bindmg ofle ra n clarion to the value of Ac crew* assets, Ae transfer of the correal assets and a possMc arrangement in imped of flic variation of tbe current tact* during 
Ac period between Ae evaluation of the offers rod the esoaoion of the comma of sale, fo respen of Ac 7 Aa«li«s mention is ata hereby made » far* ^ 
m Ac Resuming Anets of Ac Company, which are used foe Ac operation of Ac productive units of the Company (such as office equipment, vcMcta telephone Ones ere), shall 
he delivered to the saccessfal bidder of die 7A auction after Ac compkotM of Ae proceedings of Ac Compmiys liquidation. 

9. ABcrawstri expenses of any rmtu ft fa reaped of fee participation and die trsesfer of lh< asrets thall be exclusively borne by lie fmtapsxls and At purehtscr respectively. 

10 . ibe liquidator ami tie Oetftora shall tew no fitibflity nor oUigttion whatsoever lewnfa the participants in rebliMi lo A c evalu ation of Ae ofien or As appointment of Ae 

«r —y rfccirioa to retreat or cocci ay of Ac Auctions or say tiedsfan whanoever in connection wiA Ae ptpmdiqgg and the mafcfag of the Aactians. The 
liquidHz and the notaries shaB hive no fiabffity far any legal or actual defoem of dm assets. &*■**• of bmfiag offers stall not create any right for adjodicatioa nor Ac 
(Dflidpams Shan acquire any right, power or daim 6am Ail tovimrion wUot Acir pwiripatiou ia any of Ac Auctions again# the Ikpridator and/or Ae OnUtma for any reason 
whatsoever. 

IL This invifetMmbM been dialled hi Greek anti undated fat GngBA. In any mat (bo Greek vcahio shall prevail. 

Ht obuhseg Ac Offering Mesorewda sad far any farther information please apply to: 

the hqoafahvls^atx: Mcttn foawda Demis and AnAosZcrva*. address: 20, Amalias ra, Athens 105-57, let +30-1-322-75.70, fax: +30-1-322.1 lift. 

i» reject of Ac Kancaadn Mines, to Ac Oqnidax’s Caudal advisor Citibank, NA (AAc us Breach), address: 8, OAonos. ATHENS 105-57, at +30-1-32^8656, far +30-1- 

3202 77 (atm. VasriBs TriM—i*. Vice P reside n t). 


In Rio, major nations agreed 
to spend billions to control pollution. 
Guess who’s the leader in controls? 


A major worldwide effort of manufacturing operations. They 

unprecedented proportions began at also help industries meet tighter 
the Earth Summit to preserve the production specifications. 


For instance, Honeywell controls 
are in 60 million American homes, 
40 million homes in Europe, and 



world's natural resources. 
Undoubtedly, it will continue for 
years, if not decades. 

Equally undoubtable, we feel, 
will be Honeywell's involvement By 
being able to provide the kind of 
technology and services that will be 
crucial to meeting these tough 
environmental goals. 

For this reason, we believe 
Honeywell is poised for continued 
growth through the decade. 

You see, today we are in just one 
business. Controls. Sophisticated 
ones that perform thousands of tasks 
that are too fast, precise, dangerous, 
remote, boring or labour-intensive 
for people to tackle. 

And that it turns out also helps 
customers deal with environmental 
and pollution problems. 

Because Honeywell controls and 
systems help maximize efficient 
energy consumption for building and 


That helps minim ize waste and 
hazardous by-products - not to 
mention the demand for resources. 

Less consumption and less waste 
mean less pollutioa 

In fact our controls are already 
helping companies meet tougher 
environmental standards. 

We trust that having read this, you 
won't be surprised to know we are 
the global controls leader in homes, 
buildings, industry and aviation. 



m ' m 
— s*p 


millions of buildings around the 
world. Our avionics equipment is on 
virtually every aircraft in the western 
world. And we have the largest 
installed base of distributed process 
control systems in the world. 

Last year, measured on a 
comparable basis, sales increased in 
each of our three businesses. All in a 
soft global economy. Therein lies 
another strength of our broad market 
presence: We have the ability 
to remain competitive throughout 
economic cycles. 

We believe that’s one reason our 
stock price has gained value every 
year since 1989. See for yourself on 
the graph* 

Better yet, write to us for complete 
information today. 

Honeywell Investor Relations, 
Honeywell Europe. Ave. du Bourget 
3, 1140 Brussels, Belgium. Or give us a 
call, 022)728-22-76. 

Honeywell 


* Share prices can fall as well as rise. 

Past performance cannot be relied upon as a guide to future performance. 
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Mixed bag 
for Amey 
company 

AMEY CONSTRUCTION has 
recently received orders worth 
over £l!0m. Civil engineering 
works include £5. 7m Tor British 
Gas at the North Morecombe 
gas terminal £4.5m for a water 
treatment works for Anglian 
Water at Wing, Hertfordshire, 
a £750.000 “design and con- 
struct" pumping station at 
Horlcy for Thames Water, a 
£700.000 link road for Associ- 
ated British Ports at Cardiff 
and a £1.5m bulk fuel and pipe- 
line installation at RAF Lossie- 
mouth. 

Concrete and asphalt pave- 
ment works awarded to the 
company include £2.5m for 
BAA at Heathrow. £l.7m of 
runway resurfacing for Man- 
chester Airport, £800,000 in 
Gibraltar for the PSA and the 
provision of a £300.000 syn- 
thetic sports pitch for Plym- 
outh college. 

Offices in Reading 

CIN Properties, acting on 
behalf of British Coal Pension 
Funds, has appointed LOVELL 
CONSTRUCTION to work on a 
£l0m project to redevelop 
Phoenix House, Reading. 

Standing in a premier loca- 
tion at the heart of the Berk- 
shire town, and immediately 
adjacent to Reading Station, 
the new Phoenix House will 
provide 51,000 sq ft of high 
quality office space on five 
floors, with 66 car parking 
spaces. Completion is sched- 
uled for mid 1994. 

London mail depot 

MOTT MACDONALD has 
been commissioned by Royal 
Mail Property Holdings (South) 
to design a new depot at 
Willesden in London to handle 
all London’s incoming and out- 
going mail transported by rail, 
within a 500km radius of the 
capital. 


BUILDING CONTRACTS 


Marine research in Florida 



FEDERAL CONSTRUCTION, a Florida. The harbourslde build- It will be used by the Univer- 
part of Trafalgar House Con- ing will Include technology for sity of South Florida's Marine 
st ruction, has started work, on receiving, processing and mod- Research Institute and the 
a £14.5m contract for a new elling optical data from United Department of Natural 
marine science research fodl- States’ satellites surveying the Resources' Forida Marine 
ity (pictured) in St Petersburg, worlds oceans. Research Institute. 

£100m Scottish development 


Two housebuilders have been 
selected to participate in the 
£100m investment programme 
at Craigmarloch Village in 
Cumbernauld, 16 miles north 
of Glasgow. 

The successful house- 
builders. OGILVIE HOMES and 
PERSIMMON HOMES, were 
selected following a designJE- 


nanclal offer competition and 
they will build a total of 216 
homes with a combined sales 
value of £2Qm. 

Craigmarloch will create a 
village for 2 .500 residents 
within Cumbernauld, inspired 
by traditional Scottish villages. 
Features of of the L new commu- 
nity will include the village’s 


main street and the creation of 
a number of separate inter- 
linked neighbourhoods. 

Persimmon Homes has been 
awarded a £i5.5m contract at 
Craigmorlock Village to build 
171 homes, many with views 
over the Campsie Hills. The 
remaining 45 houses will be 
built by Ogilvie Homes. 


Air separation plant in Yorkshire 


CLUGSTON CONSTRUCTION 
has begun work on a contract 
to build a £20m air separation 
plant for Air Gas Production 
(AGP) at Eggborough power 
station in North Yorkshire. 

The plant, which has a 10 
megawatt electrical load, is to 
be built on land adjacent to 
National Power’s Eggborough 
power station so that it can 
have a direct electrical supply, 
avoiding the use of the local 
electricity system and thereby 


reducing capital and running 
costs. AGP will create 35 jobs 
when the plant is operational 
at the end of 1908. 

The 10-year agreement with 
National Power is believed to 
be the first of Us kind ahd has 
been made possible by the pri- 
vatisation of the UK electricity 
industry. 

It is also the first air separa- 
tion plant to be built by AGP, a 
joint venture between A6A 
Gas UK and Distillers MG, 


which are the UK subsidiaries 
of AGA AB of Sweden and 
Messer Griesheim Gmbh based 
in Germany. 

The construction contract for 
infrastructure, drainage, foun- 
dations and buildings was 
awarded to dugs ton by Linde 
AG of Germany, the turnkey 
contractors. 

The plant will produce nitro- 
gen, oxygen and argon from 
atmospheric air for industrial 
customers. 


Developing hospital facilities in Essex 


Contracts have been signed for 
a construction scheme at the 
new Colchester Oaks Hospital 
in Essex, a £5m design and 
build project for the indepen- 
dent health care sector, which 
will provide 50 acute care beds. 

PEARCE CONSTRUCTION 
has been awarded a contract 
by Community Hospitals 
Group, who are developing the 
Tall Trees site in Colchester. 


The facility will replace the 
hospital in Oaks Drive. CHG is 
currently enquiring into the 
feasibility of converting the 
Oaks Drive facility into a nurs- 
ing home which it would oper- 
ate once the business transfers 
at tiie end of 1991. 

Pearce Construction has 
been involved in the develop- 
ment from the beginning, pro- 
viding initial conceptual 


designs and architectural 
detailing. 

A two-storey construction, 
which centres around a court- 
yard, it will feature three ultra- 
dean operating theatres, a sep- 
arate consulting wing and an 
Isolated plant room to house 
the hospital’s complex service 
requirements. The design was 
also required to cater for a 
Phase II extension. 
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Gormly’s helping hand at Royal 


Allan Gormiy is no stranger to 
corporate crises. Only a month 
after he was appointed chief 
executive of the troubled 
Trafalgar House group, he is to 
be m ad e deputy Bhaimum of 
Royal Insurance Holdings, the 
weakest of the big composite 
insurers, from January 1. 

Gormly, 54, has been a non- 
executive director of Royal for 
two years, and some observers 
will see his promotion to dep- 
uty chairman as very much the 
handiwork of Sir John Cuck- 
ney. Royal’s chairman. Sir 
John, one of the City’s best- 
connected financiers, first 
came across Gormly when he 
was brought in to rescue John 
Brown, the once-proud flagship 
of British engineering, in 1983. 

Gormly, a Scottish accoun- 
tant who worked at Rootes 
before joining John Brown in 
1965, was plucked from obscu- 



rity by Sir John and made 
chief executive. The two of 
them made a good job of turn- 
ing the company round and in 
1986 it was sold to Trafalgar 
House. 

Although Sir John has been 
shedding some of his City 
responsibilities, such as the 


chairmanship of 31, he is 
spending a lot of his time on 
trying to restore the fortunes 
of Royal Insurance, one of the 
grand old names of the British 
insurance industry. Last year 
it reported a loss and bad to 
cut its dividend. There have 
been several changes in Roy- 
al's senior management team 
and although the group’s capi- 
tal ratios need strengthening, 
analysts believe its fortunes 
are on the mend. . 

Gormly ’s appointment as 
deputy chairman is bound to 
fuel speculation that he could 
be a future chairman of the 
Royal Sir John, who took over 
the chairmanship from Daniel 
Melnertzhagen seven years 
ago. is 67, and his other deputy 
chairman,. Sir Max w illiams a 
former senior partner of Clif- 
ford Chance, is of a similar 
age. 


Analysing the froth 

Colin Davies, one of the stock to Smith New Court 
market’s leading brewing ana- Elsewhere, another old Fletd- 
lysts, is quitting Barclays de ing hand, Kevin Feeny, 47. is 
Zoete Wedd -and returning to joining Henderson Crosthwalte 

institutional brokers (HCEB), as 
a drinks industry analyst. 


Goldman Sachs. Davies, 42, 
had been strategic planning 
manager at Whitbread before 
joining Fielding Newson-Smith 
in 1985. 

Goldman, which is rated 
ninth in this year’s Extel tank- 
ing of brokerage houses’ 
research, has been looking for 
a brewing analyst for a year 
since John Beaumont left to go 


Feeny left Warburgs earlier 
this year to make a bid - ulti- 
mately unsuccessful - for 
some 300 pubs being sold by 
one of the national brewers. 
Feeny (right) had joined the 
UK merchant bank as a brew- 
ing analyst but moved when a 
team, led by John Spicer, 



arrived from Klelnwort Ben- 
son. He had latterly been a 
director in the investor rela- 
tions department 


Change of gear at Fiat in UK 


Enter James Blades on 
December 1 as the next manag- 
ing director of Fiat Auto (UK) 
- anti with him a new man- 
agement approach by the Ital- 
ian industrial giant to its sin- 
gle most problematical car 
market in Europe. 

Blades, 44, comes from senior 
sales and marketing positions 
within Rover Group. Hie is also 
a dyed-in-the-wool Brit Both 
factors, in Fiat’s eyes, make 
him an ideal candidate to suc- 
ceed current md Mario Mas- 
sara, who will return to Turin 
HQ at the end of the month. 

Massara, effectively, repre- 
sents the last gasp of Fiat’s 
lo ng s tanding “touring" Italian 
management approach to the 
perversities of the UK market, 
where Fiat has seen its market 
share dwindle from around 5 
per cent in its Iate-I970s hey- 



days to 2 per cent this year. 


Flat has never quite been 
able to understand why its 
market appeal has been fading 
in recent years. Sa it is now 
working on the basis that the 
British market is perhaps best 
understood by a British md, 
backed by other directors, also 


overwhelmingly British. 

Blades, (left), who left Ford 
to join Rover back in 1976 
when it was still British Ley- 
land, is seen as a particularly 
appropriate appointment This 
is because he has been an inte- 
gral part of Rover's own transi- 
tion in image from automotive 
lame duck to relatively “pres- 
tige” marque. Fiat will be more- 
than happy if Blades can lead a 
similar image transformation 
at Slough-headquartered Flat 
Auto. 

His appointment, however, 
also needs to be seen in a 
wider context Fiat Italy’s larg- 
est industrial group, has 
increasingly grown into a 
global operation. Even if it 
wanted an Italian at the head 
of each national activity, there 
is no longer enough Turin 
management to go around.- 


Non-executive 

directors 

■ Sir Kenneth Alexander, 70, 
Chancellor of Aberdeen 
University, has resigned as ■ 
director of the Scottish Daily 
Record and Sunday Mail, 
following the departure of Vic 
Horwood, chief executive of 
the Record and Mail, and 

. Helen Liddell director of 
public and corporate affairs 
for the Scottish arm of MGN. 
He said; "The means by which 
I their departure from the 
management team was 
accomplished convinced me 
that continued board 
membership would be 
inappropriate.’' 

■Sir George Russell, chairman 
of Mariey and of the ITC. at 
31 

■ Peter Web*, chairman of - 
ABC Consultants, and former 
finance director of Foseco 
Mlnsep, as deputy chairman, 
and David Beynon, recently 
retired chairman of ICI Europe, 
at HOLLIDAY CHEMICAL 
HOLDINGS. 

■ Saul Levin has retired from 
FH GROUP. . 

■ Nell Hannah, a former 
regional chief executive of 
Black Horse Agencies, at 
DE RBYS HIRE BUILDING 
SOCIETY. 

■ Hans Marcus, formerly 
chairman, at BONAS 
MACHINE. 

■Robert Ware, md of Clayform 
Properties, at DUNTON 
GROUP. 

■ Lindsay McKinley has 
resigned from HENRY 
BARRETT GROUP. 

■ Stanislaus Yassukovich, 
formerly chairman of the 
Securities Association and of 
Merrill Lynch Europe and 
Middle East, at SOUTH WEST 
WATER 

■ Sir Hugh Byatt as chairman 
at EFM DRAGON TRUST; ten 
Macdonald has retired. 

■ Sir Richard Greenbury 
(below), chairman of Marks 
and Spencer, at LLOYDS 
BANK. 




Can you paint a Automobiles have an environmental effect long before 

car with 90% they take to the road. Solvents used in spraying on a hi gh 

WEtCf and Still -g6t quality, durable paint finish can contaminate the air. 
a better fi n i s h ? That's why the engineers of a renowned worldwide car 
maker insist on environmentaily-friendly paints, which reduce 
solvent content significantly. But they wanted a safer, more efficient 
application system, too. ABB Paint Finishing designed and installed 
manual and robot spray booths with advanced ventilation control. 


Recirculating air is continually scrubbed dean of paint residue, 
which is extracted for recycling. This complex environmental control 
system has reduced solvent emissions by about 1.4 kilograms per car, 
without compromising paint finish quality. 

ABB also serves the automotive industry with robotic systems, 
drives, Quintus fluid cell presses and test rigs. As a leader in electrical 
engineering for industry and transportation, and in the generation, 
transmission and distribution of power, ABB is committed to 
industrial and ecological effidency worldwide. We transfer know-how 
across borders with ease. But in each country, ABB local operations 
are decentralized and flexible. That means we can respond swiftly 

1&S, you can. and surely to environmental challenges which stretch the limits of 
the possible - like getting a better paint finish while using less 
solvent - in dose partnership with our customers. 
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Vernacular Kentish architecture: the simple and 


centre at Chartwell 

Architecture/Colin Amery 


Vision in a visitors' building 


T he recent death of Sir John 
Summerson leaves a colossal 
gap in the world of architec- 
tural history and writing. For 
me and many others in the arcane 
world of architectural criticism, he was 
both mentor and model. He was simply 
the very best writer in English cm archi- 
tecture. 

But he was more than a writer 
because for many years, as curator of 
the Sir John Soane Museum, he pro- 
tected and nurtured both the atmo- 
sphere of the museum and the thinking 
of England's most original neo-classical 
architect One felt, on seeing Sir John 
Summerson in his silent and empty 
office on the top floor of the museum, 
that you might almost have visited 
Soane himself, 

Summerson was 87 when he died, 
having suffered from Parkinson’s dis- 
ease for some years. He will be remem- 
bered for his major writings. The Classi- 
cal Language Architecture explains in 
the most lucid way bow the elements of 
classical order began and how they can 
be used and mterpretetL'TMs slim book 
began life as a series of Third Pro- 
gramme talks and perhaps it was the 
discipline of using just words to make 
architecture visible that gives this book 
such power. 

All lovers of London will know his 
Georgian London', it expanded the 
boundaries of architectural history by 
looking beyond architectural style to 


economics, patronage and social mares. 
His volume on the history of English 
architecture in the Pelican History of 
Art series remains a bible, but the book 
1 re-read most often is the volume of 
essays, Heavenly Mansions. Here he 
writes about architectural ideas from 
Soane to Le Corbusier in ways that are 
positively exciting. I felt that Sir John 
condensed many of the Ideas from 
book into one of his best essays when 
he wrote about the design for the 
unbuilt Liverpool Cathedral by Sir 
Edwin Lutyens foe the catalogue of the 
Lutyens Exhibition at the Hayward Gal- 
lery a few years ago. He was so skilled a 
writer and interpreter of architectural 
thinking that the whole cathedral now 
byes in those pages as tho u gh it bad 
been built 

This year has seen the loss of three 
great architectural Englishmen: Sir 
James Richards, John Piper and Sir 
John Summerson. They aU Influenced 
my generation and demonstrated that 
architecture can, above all the arts, 
bring intellectual and visual satisfac- 
tion. They were all marvellous mentors 

but it was always the few well cho- 
sen words tv Summerson that gave any 
architectural debate its cutting edge. 
His pellucid prose is his finest monu- 
ment 

★ 

The deaths of prominent and distin- 
guished men always prompts thnu ghfai 
about the values they represented in 


English life. There is a distinctive 
English vision in the work of the three 
men who have died so recently. Ponder- 
ing on that vision, I felt that one of the 
bodies in England t which does so much 
to sustain it, and is relatively unsung, 
is the National Trust I visited Chart- 
well last week - where Churchill con- 
templated the Kentish Weald and 
English values - to see one of the 
Trust’s new visitors' buildings. 

The National Trust takes enormous 
care over all its buildings, and that 
includes the relatively minor additions, 
shops, restaurants, kiosks and car 
parks. At Chartwell, the new shop is 
designed by a local Sevenoaks architect, 
Richard Reid. The Trust is prepared to 
be quite adventurous, and believes that 
it should patronise the best contempo- 
rary architects. 

Mr Reid has given the Trust a simple 
and elegant modem building from 
which to sell its wares. It is a cross 
between a bam and an oast - the tall 
tiled roof culminates in a curved oast 
funnel that lets a shower of top light 
into the centre of the shop. From a 
distance the new building groups well 
with the (much less satisfactorily 
designed) restaurant 

There are oasts on the skyline in this 
part of Kent and so the new roof looks 
at home. The Flemish bonded brick- 
work and warm clay tiles lend what 
could be a mundane shop a consider- 
able architectural presence. 


1 liked the open arcades at each 
end and the loftiness of the 
interior. 

The roof cf the shop is tall and steep 
and filled by a web of openwork timber 
trusses. There is a rewarding sense of 
high light that elevates the whole shop. 
There are fine views from well placed 
large windows - a bonus for staff 
working indoors all day. The quality of 
the shop furnishings is high. National 
Trust shops have sometimes been critic- 
ised fer the cosiness of the goods they 
sell, but that is another story. 

The Trust's commitment to good new 
architecture is borne out by Richard 
Reid’s pleasing interpretation of vernac- 
ular Kentish architecture at Chartwell, 
and I am looking forward to reviewing 
the much larger new visitors' centre at 
Fountains Abbey in Yorkshire which 
has recently opened, designed by 
Edward Cullinan for the National 
Trust Cullinan has just won the compe- 
tition for the new visitors’ centre at 
Stonehenge in a competition organised 
by English Heritage. It will be largely 
underground. 

In these recessionary times I suppose 
it is inevitable that there should be an 
enhanced appreciation of small build- 
ings. It was John Summerson who 
pointed out the crucial importance of 
the aedicule. He would have appreci- 
ated the care that the National Thrust is 
talcing to wiake its smallest new build- 
ings of the highest quality. 


Concerts/Andrew Clements 

A Nielsen experience 


The symphonies of Sibelius 
and Nielsen most sit at the 
very centre of any celebration 
of the music of Scandinavia 
and Finland. The Barbican’s 
“Tender is the North” festival 
naturally has cycles of both; on 
Thursday this week Colin 
Davis will set out on his Sibel- 
ius pilgrimage with the L50, 
while Simon Rattle and the 
City of Birmingham Symphony 
are currently offering the Niel- 
sen canon in three weekly pro- 
grammes- 

In Friday's concert Rattle 
conducted the Second and 
Fourth Symphonies, separated 
by an account of Mahler's Kin- 
dertotenlieder with Olaf Baer as 
soloist that was an unfortunate 
distraction; his voice sounded 
so distressingly thre adbar e and 
out of condition it cast a pall 
over the performance. Rattle’s 


virtues in Nielsen, though, are 
joyously straightforward and 
correct He takes no liberties, 
never attempts to lard Niel- 
sen’s melodic lines with extra 
expressiveness, and drives the 
music from start to finish with 
unflagging energy and pin- 
point architectural lope, rely- 
ing upon the CBSO deliver it 
with Tngyimgm vividness. 

Just why Rattle’s Nielsen 
seems so convincing was 
partly explained in a television 
documentary on BBC2 on Sat- 
urday. The conductor wrote 
and introduced Carl Nielsen: A 
life in Six Symphonies, guid- 


ing viewers with great lucidity 
through each cf the works with 
the help of Robert Simpson, 
most faithful of Nielsen's advo- 
cates, a smattering of archive 
film, and extracts from the 
symphonies performed by the 
CBSO. The programme ended 
with a magnificent account of 
the Third. Sntforria espansiva. 

Along the way there were 
fascinating points that one 
longed to be amplified - Rat- 
tle’s description of the Fifth 
Symphony as the greatest 
work to come out of the experi- 
ence of the First World War, 
and the Sixth as a response to 


the modernism of Stravinsky 
and Schoenberg; most chal- 
lenging of all, perhaps, Simp- 
son’s admiration fer Nielsen as 
the sanest of 20th-century com- 
posers. 

Certainly there is a triumph 
of tonality in these sympho- 
nies, a dose kinship with and 
extension of the tradition of 
19th-century romanticism. As 
Rattle’s performance of the 
Second on Friday made plain, 
there is a great (teal of Brahms 
anri Dvorak in its wakp. up, 
just as the finale of the Fourth 
seems Nielsen’s nearest 
approach to his exact contem- 


porary Sibelius. If abandoning 
of tonality is regarded as a 
symptom erf neurosis, then ergo 
Nielsen becomes a model of 
mental stability. But if musical 
psycho-history is not as 
straightforward as that, then 
his music is harder to place, 
and more intriguing; the auto- 
biographical relationship 
between his life and his sym- 
phonies becomes central and 
unresolved. These are great 
Symphonies, the Third, Fourth 
and Fifth especially, and like 
all such products of a post- 
symphonic age especially trou- 
bling and teasing. 


City of Birmingham Sym- 
phony Orchestra: Barbican 
Hall; final concert 28 Novem- 
ber. 

“Carl Nielsen: A Life in Six 
Symphonies”: BBC2 television. 


Theatre 


Sought after troupe 


Three years ago its tours were 
banned because so many direc- 
tors defected to the west; now 
Bucharest’s Bulandra Theatre 
is among the most sought after 
troupes in the world. Shake- 
speare is its special strength, 
and after a realpolitik Hamlet 
in London two seasons back, 
we now have a Midsummer 
Night's Dream, which I caught 
at the European Theatre Festi- 
val, whose Bulandra hallmarks 
of originality, frenzy and 
up-to-date reanimation place it 
among the best Shakespeare 
productions anywhere in 
recent years. 

Forget politics or Transyl- 
vanian fairy tales. This is a 
raw, sexy, intoxicating show 
with a kernel of pure lyricism. 
The mood recalls the magic 
light-heartedness of Peter 
Brook's famous 1970 Dream 
reworked through 1990s images 
and sounds. A huge yellow 
moon is suspended above a 
shiny red floor and reflecting 
red panels. Mortals come in 
white cotton dresses and suits, 
fairies disco-dance in black 
T-shirts and Leggings, Oberon 
and Puck are bikers in crinkly 
leather with metal-studded 
bracelets and striped head- 
bands. The shimmering, hyp- 
notic repetitions of Philip 
Glass's music echo the rhyth- 
mic pattern of the setting. 

What gives Llviu Ciulei’s 
staging its effervescent sensu- 
ality is a series of rapid 
vignettes based on conflict and 
polarity. Htania floats up to 
the moon on a translucent 
glass bed from where she 
writhes with desire for the 
earth-bound Bottom in his 
asses bead. Helena, a dreamy 
blonde bimbo who at once 
hugs and fights her rival, the 
spiky-haired, dark, woman-of- 
action Hermia. Titania and 
Oberon argue across an empty 
dinner table stretching from 
opposite ends of the stage. 

This is the imagery of a 
tense, dynamic Dream. Sex 
means sex - from the first 
shiver of ero t icism when Ama- 
zon Hippolyta is divested of 
her Kate Adie commando 
jacket into a svelte bridal num- 
ber and Theseus gasps with 
desire. Violence is violence - 
Demetrius kicks Helena 
around like a dog (“Use me but 
as your spaniel, spurn me. 
strike me”) in a sado-masochis- 


tic dance ending with a flick of 
knives. Lysander reacts so to 
the love potion that he sieep- 
walk-assaults Puck, who limps 
off with a broken ankle. 

Movement, gesture, looks of 
menace or desperation, camp 
little kicks of Bottom's Eat legs, 
for example, are the more 
Immediately effective as we do 
not understand the language. 
Desire governs character in 
this tenderly defined render- 
ing. Puck is a podgy tomboy 
girl who giggles fearfully at 
sex. Demetrius is a narcissist 
in love with power, Lysander is 
older, troubled, urgent. The 
detail is a joyous affirmation of 
the individual, yet the bold 
outline is never lost. 

Ciulei co-ordinates his star 
troupe brilliantly. Brittle wills 
and spirits clash with just con- 
trolled energy, each touch or 
glance is acutely timed, the 
slapstick of the mechanicals, 
wryly dignified in their incom- 
petence, is a masterstroke of 
precision. Ciulei's genius is to 
place human detail within a 
powerfully sustained dramatic 
vision, so that the whole is 
greater than the sum of parts 
- surreal setting, minimalist 
black and white costumes. 
Glass’s haunting crescendos - 
all of which alone enchant. 


This production, Heiner 
Muller’s Mauser, and the fabu- 
lous ensemble playing of Buda- 
pest's Katona Josef Theatre in 
Platonov, assure triumph fer 
Giorgio Strehler’s first Euro- 
pean Theatre Festival In Dus- 
seldorf and his bold choice of 
eastern companies - five of 
the ten participants were once 
behind the Iron Curtain. 

A quick rave. Platonov, the 
early Chekhov tragi comedy 
about a village school-teacher, 
seen at the National Theatre in 
1984 as Wild Honey, is here set 
by veteran Chekhovian Tamas 
Ascher in a sumptuously light, 
creamy world of wooden villas, 
rattan furniture and white 
suits and directed at a gallop- 
ing, hysterical pace. It stays 
just within Chekhov's mix of 
Irony, melodrama and elegy 
and shows extraordinary sensi- 
tivity and exhilaration. 

Jackie 

Wullschlager 

The European Theatre Festi- 
val, to November 27, Dnssel- 
dorf Schauspiel-haus. 0211 36 
87 136. A Midsummer Night’s 
Dream continues at Teatrnl 
Lucia Stnrdza Bulandra, Buc- 
harest; Platonov at Katona 
Josef Theatre, Budapest 



Raw, sexy and intoxicating 


Hawks and Doves 


Without having had a premiere 
in the West End, or at the 
National or RSC, Louise Page 
has become one of our best 
known younger playwrights. 
She is author of Salonika, 
Golden Girls, Real Estate and 
more; last year, her Adam Was 
a Gardener premiered at Chi- 
chester. Her work has been 
performed in 21 countries and 
ft is usually intelligent, sensi- 
tive, touching, adult and 
absorbing 

Last year’s Adam Was a Gar- 
dener was subtitled “an evoca- 
tive love affair between the 
past and present”; Hawks and 
Doves, her new play now at 
Southampton's Nuffield Thea- 
tre, is subtitled “a love story 
for the ’90s.” In both plays, 
love commences between a 
man and woman from different 
backgrounds, a love based on 
shared values, not least pn 
affection for the English coun- 
tryside. But here the love is 
between an upper-class South- 
erner and a lower-class North- 
erner; and it goes wrong. 

So. unfortunately, does the 
play. It begins promisingly. 


like some law court near-plot- 
less modern version of the 
attraction between Jane Eyre 
and Rochester. But it becomes 
increasingly like a North/ 
South adaptation of Howard's 
End - a too-simple-by-half 
depiction of heartless toffs tie. 
hawks) exploiting honest work- 
ing or unemployed folk (ie. 
doves) and a skeleton-in-the- 
cupboard melodrama to boot 
The toffs breed pe r egr in e fal- 
cons. one of the working-class 
Northerners fancies pigeons. 

Both classes admire open 
countryside, wild birds and 
Mozart These shared sympa- 
thies are enough to get Otto 
out of his upper-class marriage 
to Julia and into a new one 
with working-class Marie - 
but that Isn’t far enough. 
When It comes to croquet, 
Julia and Otto insist “You can 
only learn the rules as you go 
along,” as they win. Marie, ref- 
using to play any more, replies 
“Some people are born know- 
ing them.” 

Welt croquet is enough to 
wreck any marriage, but worse 
is the fact that Otto is hiding 


from Marie his complicity in - 
well, in the plot; professional 
discretion forbids me to say 
more. Suffice it to say that 
Marie finds out. and the play 
ends - fatuously - on her 
reaction (vengeful) and his 
(terrified). 

Gillian Be van, playing Marie, 
has a charming house wife-Cin- 
derella manner, but also has 
an unbecoming hairdo and too 
many dropped syllables. Mich- 
ael S im kin a carries off Otto’s 
mixture of wimpish sensitivity 
and lordly authority well, hut 
he can't stop the filial moment 
of terror from seeming risible. 
But everybody is wrestling 
with a poorly-paced script and 
weak direction. 

Remarkably, only young 
Alex Scott, as Marie’s son Paul, 
creates a fully three- 
dimensional character. He is as 
first-rate as he was last year in 
Adam Was a Gardener, sponta- 
neous and vivid. 

Alastalr Macaulay 


Nuffield Theatre, Southampton 


INTERNATIONAL 



■ BERLIN 

CONCERTS 

• Tomorrow evening at the 
Philharmonie Kammermusiksaal. 
Nash Ensemble plays works by 
Messiaen. Beethoven and Ravel 
(2548 8232). At Schauspielhaus. 
Zagreb Radio Symphony 
Orchestra plays works by 
Beethoven and Schubert on Wed. 
Michel Plasson conducts Berlin 
Radio Orchestra in works by 
FaurO, Schumann and Musorgsky 
on Fri and Jorg-Peter Weigle 
conducts Berlin Symphony 
Orchestra in works by Weber, 
Horn i g and Beethoven on Sat 
and next Mon. Christian Tetzlaff 
gives a recital of Beethoven 
violin sonatas on Sun (2090 2156) 

• JazzFest Berlin runs from 
Thurs to Sun at the Philharmonie 
with Milt Jackson. David 
Friedman. Mose Allison and 
others. Lionel Hampton heads 
the bill on Sat (254890) 
OPERA/DANCE 

Deutsche Oper Tomorrow and 
Fri: La force del destine. Wed; 

Die lusiioen Wotber von Windsor. 
Thurs; Die Zauberflote. Sat Pater 


Schaufuss* production of La 
Sylphide. Sun: Hansel and Gretel. 
Dec 2: Marilyn Horne song recital 
(3410 249) 

Staatsoper unter den Linden 
Reiner Goldberg sings tide role 
in TannhSuser on Thurs and Sun. 
Fri: Die Zauberfidte. Sat II 
barbiere di Siviglla. Dec 5: Daniel 
Barenboim conducts new 
production of Busoni's Die 
Brautwahl (2004 762) 

Komlsche Oper Tonight's 
performance is Prokofiev’s ballet 
Romeo and Juliet Tomorrow: 

Cosi fan tutte. Wed: La bohdme. 
Thurs: Giustino with Jochen 
Kowalski. Fri: Die schweigsame 
Frau. Sat Swan Lake. Sun: Rienzi 
(2232 555) 

THEATRE 

A new production of Maxim 
Gorki’s Vassa Shelesnova opens 
at Maxim Gorki Theater on Wed 
(208 2783). Bremen Shakespeare 
Company Is in residence at Freie 
Vofksbfihne till Dec 6 with a wide 
repertory of plays by 
Shakespeare and others (881 
3742). The Schaubuhne has a 
new production of Jacob Lenz’s 
play Catherina von Siena at the 
Probebuhne, Cuvrystrasse, and 
Botho Strauss' Schlusschor, 
directed by Luc Bondy at the 
main theatre (690023) 


■ BUDAPEST 
• The State Opera repertory 
includes Bellini's 1 Capuieti e 
I Monteccht (tomorrow). Adriana 
Lecouvreur (Wed) and 
Moiste ringer (Thurs and Sun). 
The Frkei Theatre has Die 
Zaubarfldte. Madams Butterfly 
and Hansel and Gretel (Central 


Theatre Booking Office, Andrassy 
ut 18) 

• Concerto Harmonico gives 
a Bach recital tonight at Pest 
Concert Hall. Tomorrow and 
Thurs at Academy of Music: 
Berlioz programme with 
Hungarian State Chorus and 
Symphony Orchestra. Wed: 
Brenton Langbein conducts a 
Byron/Schumann programme. 
Next Mon: song recital by Denes 
Gulyas (National Phitharmonia 
Booking Office, Vorosmarty 
ter 1) 


■ GENEVA 

CONCERTS/OPERA 
Frfedemann Layer conducts 
Orchestra de la Suisse Romande 
tonight and Wed in Victoria Hall, 
with music by BA ZImmermann 
and Beethoven (311 2511). The 
final performances of Die Frau 
ohne Sc ha tie n at the Grand 
Th6fttre are tomorrow and Fri. 
Horst Stein conducts a cast 
including Wolfgang Schoene, 
Thomas Moser and Deborah 
Polaski (311 2311) 

THEATRE 

Geneva has two Russian 
companies in residence this 
week. The Com6dle has Musical 
Theatre of Moscow in a musical 
adaptation of Mayakovsky's The 
Bedbug, daily from tomorrow 
till Sat (320 5001). Theatre de 
Ca rouge has an Ovstrovsky 
production by Gorki-Tovstonogov 
Theatre of St Petersburg, daily 
from tomorrow till Sun (343 4343) 


■ MILAN 

Teatro alia Scale 20.00 Dmitri 


Hvorostovsky song recital. Dec 
7: 1992-3 opera season opens 
with Franco Zeffirelli’s new 
production of Don Carlo, starring 
Luciano Pavarotti (7200 3744) 


■ NEW YORK 

DANCE/OPERA 
State Theater New York City 
Ballet's annual presentation of 
the Balanchine production of The 
Nutcracker opens on Fri. The 
production runs S II Jan 3, with 
extra matinee performances at 
weekends (870 5570). Dec 1-13 
at Joyce Theater Ballet 
Hispanico (242 0800). Dec 9-Jan 
3 at City Center: Alvin Alley 
American Dance Theater 
(581-1212) 

Metropolitan Opera Tonight’s 
performance is La bohdme, with 
Gabriela Benackova. Nancy 
Gustafson and Luis Lima (also 
Fri). Tomorrow and Sat afternoon: 
Lucia di Lammermoor with June 
Anderson. Wed and Sat evening: 
L’efislr d’amore with Kathleen 
Bathe and Francisco Aralza (362 
6000} 

Brooklyn Academy of Music 
There Is a final performance 
tonight of the Philip Glass/Robert 
Wilson music theatre piece 
Einstein on the Beach (718-636 
4100) 

CONCERTS 

Avery Fisher Hall Kurt Masur 
conducts the next two weeks of 
New York Philharmonic concerts. 
This week's programme (Wed, 

Fri, Sat; next Toes) includes 
Beethoven’s Fourth Symphony 
and Tchaikovsky’s Second Piano 
Concerto (Elisabeth Leonskaja). 
Dec 6: Rostropovich conducts 


National Symphony Orchestra. 
Dec 7: NYPO 150th anniversary 
concert (875 5030) 

Carnegie Hall Vladimir 
Ashkenazy conducts tonight’s 
concert by Royal Philharmonic 
Orchestra: Bax’s Tintagei, 
Barber's First Symphony and 
Shostakovich’s Tenth. Sun: John 
Rutter conducts New England 
Symphonic Ensemble In Rutter’s 
Requiem and Magnificat (247 
7800) 

JAZZ 

Blue Note Tonight Akira Tana 
and Rufus Reid. Tomorrow till 
Sun: Stanley Jordan Trio, 
showtimes at 21.00 and 23.30. 
Next week: Yeilowjackets. Dec 
8-13: Chaka Khan. Dec 29-Jan 
3: Chick Corea (131 West 3rd St, 
475 8592) 

Ballroom Brazilian 
singer-songwriter Gilberto Gil 
is in the middle of a run, Tues 
to Sat at 21.00 and 23.00 (253 
West 28th St, 244 3005) 

Michael's Pub Vemel Bagneris, 
with pianist Gunnar Larsen, in 
a tribute to Jelly Roll Morion. 
Tues to Sat at 21.15 and 23.15 
(211 East 55th St, 758 2272} 


■ VIENNA 

OPERA 

Staatsoper Tonight's performance 
Is Katya Kabanova. Tomorrow: 

La fine mal gardOe. Thurs; La 
bohdme with Cecilia Gasdia and 
Keith Ikaia-Purdy. Fri: Die 
Zauberfl&te. Sat Marla Stuarda 
with Katfa Rlcciarelll and Alicia 
Nate. Sun: Carmen. Next Mon: 
Nutcracker (51444 2960) 

Volksoper Tonight's performance 
is Lady Macbeth of Mtsensk 


(repeated on Sat). The repertory 
also includes Leh&r's Graf von 
Luxemburg and Das Land des 
Lflchelns, Kalman's Grafin 
Mariza and Die Csardasfurstin, 
and Don Giovanni (51444 3318) 
CONCERTS 

MusOcvereln Isaac Karabtchevsky 
conducts the Tonkunstler 
Orchestra in tonight’s concert 
of music by Bruckner. Tomorrow: 
Vienna Schubert Trio plays piano 
trios by Shostakovich, Swarzenka 
and Pfitzner. Wed and Sat song 
recital by John Shlriey-Qutrk. 

Fri: Beaux Arts Trio. Sat and Sun: 
Georges Prfetre conducts Brahms' 
German Requiem, with Barbara 
Bonney and Boje Skovhus (505 
8190) 

KonzerUiaus Wien Modem, 
focussing this year on music by 
Dallapiccola, Xenakis, Henze 
and Schwerisik, winds up this 
week with performances by 
Orlando Quartet tonight. 

Ensemble Modem on Wad and 
Austrian Radio Symphony 
Orchestra on Fri. Other events 
include an orchestral programme 
tomorrow conducted by Sandor 
Vegh, with works by 
Mendelssohn, Schubert and 
Haydn. Dec 2: Cecilia Bartoli. 

Dec ii: Melvyn Tan (712 1211) 

THEATRE 

The Burgth eater repertory 
Includes a new production of 
Goldoni's The Impresario of 
Smyrna, directed by Claus 
Peymann. The next new 
production is Kleist's Das 
Kfithchen von Hellbronn, directed 
by Hans Neuenfels, opening on 
Dec 12. Chekhov's Uncle Vanya 
opens at the Akademietheater 
on Dec 18 (51444 2218) 


European Cable and 
Satellite Business TV 

(oil limes CET) 

MONDAY TO FRSJAY 


CNN 

2000-2030, 2300-2330 World Busi- 
ness Today - a Joint FT/CNN pro- 
duction with Grant Perry and Colbi 
Chapman 

Super Channel 

0700-0710. 1230-1240, 2230-2240 FT 
Business Daily 

0710-0730. 1240-1300 (Mon. Thurs) 
FT Business Weekly - global 
business report with James Bellini 
0710-0730, 1240-1300 (Wed) FT 
MedJa Europe 

0710-0730. 1240-1300 (Fri) FT East- 
ern Europe Report 
2240-2248 FT Report 

Sky Noma 

2030-2100, 2230-2300 FT Business 
Weekly 

SATURDAY 

CNN 

0800-0030, 1800-1830 World Busi- 
ness This week - a joint FT/CNN 
production 

Super Channel 

08300800 FT Business. Weekly 
Sky News 

1130-1200, 1730-1800 FT Media 
Europe 

SUNDAY 

CNN 

1030-1100, 1800-1830 World Busi- 
ness This Weak 

Super Channel 

1900-1930 FT Business Weakly 
Sky Nows 

0130-0200, 0330-0800 FT Media 
Europe 

1330*1400, 2030-2100 FT Business 
Weekly 
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Last push 
for Gatt 


EUROPEAN COMMUNITY and US 
farm trade negotiators, not to 
mention their leaders, deserve 
credit for last week's agreement 
on farm trade. After six years, the 
most controversial single topic in 
the Uruguay Round has almost 
been settled. Much needs to be 
done, not only in farming, but still 
more in other areas of the negotia- 
tion. Yet the agreement on farm 
trade shows that where there is a 
will, a way can also be found. The 
remaining obstacles should yield 
to comparable determination. 

US and EC negotiators will now 
need the support of tbe so-called 
Cairns Group of agricultural 
exporters. This they should 
obtain. Agricultural exporters 
may not see this agreement as a 
giant step Tor farm policy, but it is 
a huge one for the trading system. 
Alter -15 years of failure, farm sub- 
sidies are at last subject to inter- 
nationally agreed limits. 

Pressure will now fall ou Japan 
and, to a lesser extent. South 
Korea. These hugely successful 
exporters of manufactures will 
point to the central place in their 
culture played by the cultivation 
of rice. Negotiators who have 
given short shrift to the sensibili- 
ties of la France rurale must 
ignore this special pleading. 

Completion of the farm package 
is almost the least of the prob- 
lems. Less than two months 
remains if these negotiations are 
to be completed by January 20. 
when the American side leaves 
office. Little more than another 
month would remain before the 
package must be notified to Con- 
gress under the administration's 
fast track" authority. 

Acceptable package 
U is important that nobody 
questions the "draft fina l act" put 
forward by Mr Arthur Dunkel, 
Gatt director general a year ago. 
The US should, for example, avoid 
reopening protection of intellec- 
tual property. What would then be 
left is market access in goods and 
services, the core of trade liberal- 
isation. Complex bilateral negotia- 
tions have to be completed. But 
the chances are good that a one 
third cut in tariffs, plus significant 
liberalisation of services - both, 
for the first time, on a global basis 
- can be achieved. 

The question now is not so 
much whether negotiators can 
reach the end of their negotiation. 
They can. at the price of giving up 
their holidays over Christmas and 
New Year. The question is rather 


whether a politically acceptable 
package can be agreed. 

In the First place, an enfeebled 
Japanese government might fall to 
agree to the required liberalisation 
of the market for rice. The ques- 
tion, however, is not whether the 
Japanese establishment wants to 
refuse, bat whether it will dare to 
do so. 

In the second place, the job of 
selling any package to Congress 
will fhll to Bill Clinton. But he will 
almost certainly be able to do so if 
he wants and, in all likelihood, he 
will want to. If the worst came to 
the worst, Mr Clinton would prob- 
ably be able to obtain an exten- 
sion to the "fast track" authority 
as well. 

EC agreement 

In the third place; the EC might 
fail to agree to the package at alL 
In particular, France might decide 
that farm liberalisation should be 
vetoed under the "Luxembourg 
compromise’*. The constitutional 
status of that veto is uncertain. 
Yet without it, the deal will be 
subject to qualified majority vot- 
ing. France would lose, unless it 
were to gain German support 
which seems most unlikely. 

Nobody can be unaware of the 
difficulties the French government 
faces. Nevertheless, it must know 
that this deal will demand few. If 
any, changes beyond those 
already agreed in reforming the 
common agricultural policy. 
Attempting a veto would also be 
against the interests of France. 
Economically, excessive subsidies 
to agriculture are as costly to 
France as to most other EC coun- 
tries. Politically, veto of an agree- 
ment wanted by the majority of its 
partners, would deal the EC a 
blow from which it might not 
recover. Ratification of tbe Maas- 
tricht treaty by the UK might be 
impossible. If the principle of qual 
ifled majority voting were flouted 
In traditional areas of EC respon- 
sibility, Mr Mitterrand's European 
policy would be In tatters. Europe 
is worth a farm deal 

With the end of the Uruguay 
Round at last in sight, success is 
desperately needed. This is not 
because the round will go near to 
solving all tbe problems of the 
trading system. Nor is it because 
figures of $200bn for the increase 
in world trade are more than edu- 
cated guesses. It is because a 
world with a functioning trading 
system offers hope of a better 
future to billions of people. What 
is needed now is a last big push. 


A new policy 
for housing 


THE PROVISION of £750m in the 
Autumn Statement for housing 
associations to buy up 20,000 
empty homes is good news for the 
homeless families who will move 
into them. But the measure is 
unlikely to be enough to resusci- 
tate the UK housing market which 
has 200.003 empty homes unsold. 
It is certainly not evident that 
house prices have yet stopped fall- 
:ig. a pre requisite for a successful 
market-clearing operation. 

However, the nationalisation of 
20.0W homes exposes an absurdity 
at tiie heart of the government's 
housing policy. On the one hand, 
the chancellor provides funds to 
nrrease the supply of rented 
housing by buying in homes 
many of which have been repos- 
sessed because their former own- 
ers could not afford the cost of 
unite ownership!. 

On the other, the government is 
continuing to do all that it can to 
increase still further the level of 
owner-occupation. Local authori- 
ties are being encouraged to sell 
more of their housing stock into 
wner-occupation. so that they 
can spend tbe receipts on capital 
projects. To make it even easier to 
.«.•!! council homes, the govern- 
ment is promoting rent to- 
mnrtcaqe schemes which allow 
tenants to become part-owners of 
their homes if they cannot afford 
owner occupation. 


Mortgage arrears 

Boosting home ownership while 
spending money to buy the homes 
lit people who have failed to make 
,i gu of owner-occupation is not a 
rational housing policy. The level 
of home ownership in the UK - at 
87 per cent of housing - is 
already higher than in most other 
advanced economies. The down- 
side lit this has become evident 
with the collapse in house prices. 
Over 2»W.om homes have been 
repossessed in the List three years. 
More than ttffl.oou home-owners 
remain over six months in arrears 
with their mortgage payments. 
And there are 1. 2m owners 
trapped in homes worth less than 
the:r mortgages. The growth In 
home ownership has been at the 
cost of an alarming rise In hous- 
ing inM-vurity. 

At the same time, the privately 


rented sector has continued to 
decline. At 7.5 per cent of homes, 
private renting has sunk far below 
levels in most other advanced 
economies. That leaves most peo- 
ple with a stark choice between 
owner-occupation and the serfdom 
of council housing, often badly 
managed, in poor condition and 
rationed by queueing. It is hardly 
surprising that, faced with this 
choice, so many have become 
owner-occupiers. 

Greater balance 

The government needs a new 
policy for housing that would cre- 
ate a more balanced market and 
offer real choices in tenure. Cen- 
tral to this would be to deal with 
the tax breaks which make owner- 
occupation so attractive, princi- 
pally mortgage interest tax relief 
and the exemption from capital 
gains tax for homeowners. These 
tax subsidies for owner-occupation 
make it all but impossible for the 
private sector to charge rents 
which would give a reasonable 
return on capital. 

Getting rid of mortgage interest 
tax relief would be politically 
acceptable only if it was phased 
out when interest rates were fall- 
ing, so that - in the short term, 
at least - no-one had to pay 
higher mortgage payments than 
before. Sadly the opportunity to 
begin that process has been lost as 
interest rates have more than 
halved in the last two years; but 
further falls in rates should begin 
the phasing-out process. 

Rather than eliminating the 
exemption on capital gains tax for 
homeowners, it would be simpler 
to extend the same treatment to 
the private rented sector. Other 
changes to the taxation of rent - 
including greater scope for claim- 
ing allowances and setting off 
business losses against rental 
income - might also be necessary 
to revive the private landlord. 

Spending £750m on such incen- 
tives for private renting might not 
immediately rehouse 20.000 home- 
less families. But by addressing 
the fiscal imbalance in favour of 
owner-occupation, it would be a 
step towards improving housing 
choice, the absence of which is a 
leading cause of the present hous- 
ing crisis. 


F ree trade, one of the 
greatest blessings which 
a government can confer 
on a people, Is in almost 
every country unpopu- 
lar," wrote Thomas 9 Babingtou 
Macaulay in 1824, 

The US and EC negotiators who 
on Friday settled a long-standing 
dispute over EC subsidies to oQseed 
farmers, and made a potentially his- 
toric breakthrough on their two- 
year dispute over reform of 
Europe's farm subsidies regime, 
may find comfort in Macaulay’s 
words as they read of French farm- 
ers rampaging across their country- 
side in defence of subsidies that 
have distorted the agriculture sec- 
tor for decades. 

Friday's compromises, which 
defused an imminent and possibly 
ruinous trade war, have also paved 
the way for resumption of long- 
stalled multinational negotiations 
aimed at ambitious and unprece- 
dented reform of international 
trade. 

This so-called Uruguay Round 
alms for the first time not just to 
liberalise farm trade; it would 
reform the quota-blighted trade in 
textiles and garments; open mar- 
kets up to trade in services; impose 
rules protecting patents and copy- 
right; cut tariffs across the world by 
at least 30 per cent; and strengthen 
rules for settling international trade 
disputes. 

"The real victory is for interna- 
tional trade,” said Mr Ray Mac- 
S harry, the EC’s agriculture com- 
missioner. who - along with Mr 
Edward Madigan. his US counter- 
part - played a pivotal role in set- 
tling the long-standing farm trade 
dispute. But neither he, nor any of 
the other trade negotiators involved 
in Friday's breakthrough, is so dis- 
ingenuous as to believe all will now 
be plain sailing. 

The first and most severe problem 
facing trade negotiators is one of 
time. The Uruguay Round, 
launched in the coastal resort of 
Punta del Este six years ago, should 
have been completed two yeais ago. 
Deadlock on reform of farm trade 
has blocked progress in all of the 
other areas since the end of 1990. 
But the package must be complete 
before March l next year, when the 
US administration's "fast track- 
authority expires. Uruguay Round 
negotiators know they must have 
the package complete by March 1 or 
face the danger of it being torn 
apart by the US Congress. 

Settling the many outstanding 
Uruguay Round issues "will be a 
day and night exercise,” Mr Arthur 
Dunkel. director general of the Gen- 
eral Agreement on Tariffs and 
Trade (Gatt), the trade watchdog 
that has the task of negotiating 
agreement between the 108 coun- 
tries participating in the round. 

"The first decision we have to 
make Is the decision to conclude the 
round,” says Mr Dunkel: “If we 
have this decision, then one way or 
another, we can be sore tbe work 
will be done.” A focal point far final 
agreement is Mr Dunkel's "final 
act", an inch-thick draft settlement 
which he published in December 
last year in a bid to forge a break- 
through. Much of the detail of an 
agreement is already documented in 
the "final act", and Mr Dunkel will 
be fighting hard to ensure speedy 
progress by limiting changes to the 
minimum possible. 

The first task of negotiators gath- 
ered bock in Geneva will be to win 
wide international backing for the 
US-BC farm trade deal Particularly 
important here will he the Cairns 
Group of farm exporting nations, 
which Includes countries such as 
Australia, Canada. Argentina and 
New Zealand. It was the walkout 


The EC and US have compromised on farm 
trade, but the Uruguay Round is a long way 
from completion, writes David Dodwell 

Now the tough 
talks can begin 


led by Argentina in Brussels two 
years ago over the inadequacy of 
Europe’s proposals for reform of 
farm trade which almost scuppered 
the Round. All of these countries 
have made it dear that they will 
not open their markets in areas 
such as services unless farm trade 
reforms are adequate. 

The US, with the backing of other 
farm exporters, was initially press- 
ing for the elimination of tbe EC's 
farm subsidy regime. This was prob- 
ably never the real US objective, 
but It raised expectations. Gatt offi- 
cials are optimistic that the more 
modest cuts agreed on Friday, 
which range from a 36 per cent cut 
in the value of subsidised farm 
exports over six years to a 21 per 
cent cut in volume, will be enough. 
The reforms are unlikely to provide 
significant new export opportunities 
into Europe, but will be valuable if 
world food prices rise following a 
decline in the volume of EC food 
surpluses dumped onto world mar- 
kets. 

The next task In Geneva will be 
to press countries to open their 
markets to trade in services. This 
already accounts for at least 19 per 
cent of world trade - about $8l0bn 
in 1990 - and is forecast to be a 
booming area in tbe decades ahead. 
The US and the EC have jointly 
mIIaji for " maximum liberalisation 
and minimum exemptions”, but a 
number of areas remain fiercely 
controversial: 

• Financial services - which 
embrace banking, securities, and 
insurance - are especially impor- 
tant to countries such as the US, 
France, the UK and Germany. In 
Brussels a month ago, US and EC 
trade negotiators agreed a common 
position, and plan joint action to 
cudgel compromise from key coun- 
tries including Japan, Korea and 
the five Asean nations of Singapore, 
Indonesia, Malaysia, the Philippines 
and Thailand - all of wham have 
made "woefully inadequate” mar- 
ket-opening offers so far, according 
to US officials. 

• Telecommunications: the world's 
12 main telecoms markets - includ- 
ing the US, the EC, Japan, Canada 
and Australia - are understood to 
be close to agreeing an "extended 
negotiation” which will last for two 
yeans, leading to rules for opening 
up basic telecommunications to 
international competition. 

• Audio-visual services - that is, 
the international marketing of 
films, videos and television pro- 
grammes - is particularly impor- 
tant to the US, and particularly con- 
tentious in Europe. Films and TV 
programmes were the US's second 
most important export to the EC 
last year, according to US trade offi- 
cials. The EC’s £30bn market in 
these services accounts for almost a 
third of total world trade, and 
would be even more lucrative if it 
were liberalised. At present, France 
insists that 60 per cent of any 
prime-time television programming 
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should be of EC origin. Other mem- 
ber states want between 40 and 50 
per cent There are strict limits on 
video and film production and dis- 
tribution. The US will not be alone 
in pressing the EC for a significant 
market-opening offer in fills sector. 

• Mari time services has attracted 
a great deal of controversy, but it is 
uncertain whether reform of “cabo- 
tage” arrangements - allowing for- 
eign ships to cany cargo between 
two ports inside any one country - 
will be possible. Some liberalisation 
of international shipping will be 
pressed for. along with action 
against “closed" shipping confer- 
ences which allow shippers plying a 
route to block new entrants. 

• Government procurement con- 


tracts have long been closed to 
international competition, and 
again have been an important tar- 
get for US trade negotiators. 
Reforms will be resisted by power- 
ful domestic industrial lobbies, par- 
ticularly to the construction sector. 
Even the US could face local contro- 
versy, where the “Buy America” 
act, under which state and local 
authorities must buy US-made prod- 
ucts where available, is widely used 
to ensure government contracts go 
to local companies. 

The third task in Geneva - and 
perhaps the most time consuming 
- will be to negotiate tariff cuts 
across a wide spectrum of industrial 
and non-industrial goods, and to 
press governments to replace non- 


' tariff barriers to trade (such as quo- 
tas) with simple tariffs. 

These market-access negotiations 
■ are particularly cumbersome 
because they have to be negotiated 
bilaterally between all 108 countries 
involved in the Uruguay Round. 

The overall aim is to obtain aver- 
age tariff cuts of at least 30 per cent, 
but difficult issues have yet to be 
resolved: 

• Zero-for-zerd versus tariff peaks: 
the US is pressing for the EC to 
eliminate entirely its tariffs on a 
number of goods - particularly in 
the chemicals and pharmaceuticals 
areas. At the same time, tbe EC has 
been unwilling to agree these zero- 
for-zero deals unless the US agrees 
to attack some of its high tariffs on 
products such as glassware and 
ceramics. EC officials appear confi- 
dent that compromise is possible. 

• Rice Imports for Japan and 
South Korea: this issue falls at the 
intersection between farm trade and 
market access. Up to now. Japan 
and South Korea have kept their 
local rice markets firmly closed, 
bowing to pressure from vocal farm 
lobbies which are potentially more 
violent even than French farmers. 
Following US-EC agreement to lib- 
eralise farm trade, these countries 
will come under pressure first to 
open at least 3 per cent of their 
markets, and then slowly to cut tar- 
iffs - which may initially be set as 
high as 700 per cent. 

• Bananas have become a contro- 
versial issue for Europe, where pref- 
erential import quota regimes tar- 
geted at former French and British 
colonies have attracted criticism 
msirip the Gatt. Demands for com- 
prehensive replacement of quotas 
with tai-iffc will force these quota 
arrangements to be dismantled, 
arousing consternation particularly 
among small Caribbean island 
exporters. Banana trade may appear 
to be an arcane area for contro- 
versy, but Its symbolic importance 
is likely to be great if Japan or 
Korea could use it to prevent con- 
cessions on rice trade. If the only 
way to force Japan and Korea to 
open up their rice markets is to 
accept tariffs in banana trade, the 
EC may have no choice but to com- 
promise. 

P olitical confusion across 
Europe and the poten- 
tially lame-duck status of 
the outgoing Bush 
administration to the US 
. are unlikely to make negotiations 
any easier. So far, President-elect 
Bill Clinton has carefully kept his 
own counsel on trade issues, leav- 
ing the outgoing administration 
with sufficient residual authority to 
keep negotiations going. It would 
take only a few ill-advised com- 
ments from Mr Clinton - perhaps 
on environmental or labour issues 
- to pull the rug from under Mrs 
Carla Hills and her team of US 
trade negotiators. 

Similarly to Europe, it remains to 
be seen whether the French govern- 
ment would trigger internal and 
international crisis by trying to 
veto last week’s farm trade compro- 
mise. 

But perhaps as sensitive an issue 
as any is what the Japanese govern- 
ment decides to do. So far, the 
US-EC dispute has sheltered the 
Japanese from any difficult deci- 
sions. Significant concessions in the 
coming weeks will be called for 
from Japan, and if it fails to deliver, 
it might not only scupper the 
Uruguay Round, but also lay the 
ground for a potent anti-Japanese 
backlash, particularly in the 
US. 

As Mr Dunkel said after talks in 
Washington last week: “The hour of 
Japan has come.” 


Samuel Brittan 


Lessons of Iraqgate 



The clearest aspect 
of the Iraqgate 
affair Is the abuse of 
executive power, all 
too characteristic of 
the oversecretive 
and overcentralised 
UK government 
machine. Corporate 
executives of Matrix 
Churchill risked a criminal convic- 
tion and possible imprisonment 
because ministers tried to prevent 
official documents being used in 
their defence. We shall need to wait 
for Lord Justice Scott’s report to 
know who bears tbe main responsi- 
bility. Meanwhile there is an aspect 
of the affair which docs not depend 
on the law and which was pointed 
out by Mr David Sawens in a letter 
to the Financial Times published on 
November 18 (“Arms to Iraq: com- 
plex objectives and high costs”). 
This is that Mr Alan Clark, who 
blew tbe whistle on the whole 
affair, stated that his job as a minis- 
ter of trade was “to maximise 
exports despite guidelines which I 
regarded as tiresome and 

intrusive”. 

The full fatuousness as well os 
immorality of the policy was 
brought out in the letter under- 
neath by Mr Colin Grant-Wilson, 
who observed that "Britain almost 
certainly did not sell the arms, but 
in effect gave them to the Iraqis". 
For there is virtually no prospect of 
the payment by the Iraqis, in which 
case tbe Export Credit Guarantee 
Agency would have to foot the bill. 

Some economic fallacies mainly 
Involve a waste of national 
resources. Others, such as the obsti- 
nate defence of agricultural subsi- 
dies in the Gatt round, arc a threat 
to international prosperity as well. 
But the ones involved in the gov- 
ernment support for the arms trade 
are of an altogether different degree 
of evil. For they lead to the arming 
of rival dictators, enhancing their 
power of aggression and threaten- 


ing both International peace and 
eventually bringing about the death 
and mutilation of young soldiers 
from the arras-exporting countries 
themselves. 

Yet it all arises because or the 
fundamental mistake of supposing 
that it is the government's job to 
maintain not merely frill order 
books and jobs in the whole econ- 
omy. but in specific industries as 
well - the belief that if the govern- 
ment does not ensure orders for 
industry X by hook or by crook, the 
men and women employed will be 
thrown on the scrap heap and tbe 
other resources involved perma- 
nently wasted. It is a first cousin of 
the “lump of labour" fallacy which 

State support of arms 
sales is a fusion of 
blind patriotism and 
industrial 
intervention 

maintains that we are always on 
the verge of economic saturation 
and that there will soon be nothing 
left for. the available labour force 
to do. 

State support of the arms trade is 
a near perfect fusion oT the right- 
wing belief in “my country right or 
wrong” and the left-wing belief in 
industrial intervention and subsidy. 
Some would say that this Is an 
exact description of French foreign 
and economic policy; but the 
English-speaking countries do not 
have much to shout about cither. 

Obviously unregulated markets 
will not produce international har- 
mony where weapons of destruction 
are concerned. If businessmen find 
it pays to sell arms to unscrupulous 
rulers, they will do so. The role of 
government intervention - which 
as In so many other areas needs to 
be internationally organised by the 
principal Industrial powers to be 


effective - should be to reduce the 
scale of such arms sales. Yet to 
practice its role Is often to stimulate 
sales further than would be the case 
under pure laissez-faire. 

The industrial support fallacies 
are less obviously fallacies during a 
recession. But it still re mains true 
that 80 to 90 per cent of the work- 
force have jobs and that most of 
those who lose them eventually find 
alternative occupation of one kind 
or another. Moreover arms support 
is not an emergency anti-recession 
policy, but Is all-too-often long term 
In nature and does not ease off 
when the danger is overheating and 
inflation. 

Indeed, It Is even worse than that. 
No sensible market liberal would 
deny that there are human, eco- 
nomic and social costs in running 
down particular industries rapidly 
and relocating employees. But these 
costs are magnified when the sec- 
tors to question are inflated by gov- 
ernment support to much higher 
levels than would otherwise obtain. 
So the more that anus-exporting 
industries are artificially puffed up, 
the more painful the process of 
reducing them to normal size. 

Above all, politicians and officials 
who see International trade as itself 
a form of warfare between Western 
countries do not appreciate that 
exports are - like investment - a 
cost and not a benefit They only do 
good if they bring returns. If the 
exporting countries have to provide 
the money to pay themselves, then 
it is a ludicrous form of employ- 
ment support. It would be much 
better for governments to use the 
money to make direct cash pay- 
ments to people who would other- 
wise be working in the arms 
industry. 

So far from being a symptom of 
untrammelled market forces, much 
of file international arms trade is 
interventionism gone mad. Do I 
need to underline the moral any 
further? 
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After- shocks shatter 
currency union illusion 

Yesterday's realignment of Europe's exchange rates emphasises 
the split between hard and soft currencies, says David Marsh 



I f there were still any opti- 
mists who thought the 
European exchange rate 
mechanism (ERM) pro- 
vided a quick route to mone- 
tary stability, yesterday’s cur- 
rency realignment has now 
buried this illusion for good. 

Shattered, too, has been the 
notion - stfll entertained by 
some European finance minis- 
ters during last year’s Maa& 
tricht treaty negotiations - 
that all 12 EC countries would 
somehow arrive at economic 
and monetary unio n (Emu) at' 
once. 

The 6 per cent devaluation of 
the Spanish peseta and the 
Portuguese escudo follows two 
realignments of the ERM in 
September, resulting in the 
floating of sterling and the lira 
and the first devaluation (by 5 
per cent) of the peseta. 

The renewed upheaval 
emphasises how the system of 
European exchange rates has 
been split into a ‘hard" 
nucleus built around the 
D-Mark, and outer layers of 
‘’softer” currencies. It has con- 
finned a central precept: Emu, 
it comes about, will take place 
at two (or several) speeds. 

The degree of European dis- 
array also places a question 
mark over whether even a 
smaller group of hard currency 
countries - France. Germany 
and the Benelux countries - 
will accomplish a scaled-down 
Emu by the Maastricht target 
date of 1999. Scepticism about 
the Emu timetable has been 
underlined in the past few days 
by the man who, more than, 
any other, holds the key to the 
ERM’s future, Mr Helmut 
Schlcsinger, president of the 
Bundesbank. 

Mr Schlesinger's hold over 
Bundesbank decision-making 
has recently been strength- 
ened. This reflects organisa- 
tional changes lowering the 
number of seats on the Bund- 
esbank’s sometimes fractious 
council, shifting the balance of 
power firmly towards Mr 
Schlesinger's Frankfurt-based 
directorate and away from the 
regional board members. 

Mr Schlesinger's overriding 
goal is to ensure that, by the 
time he retires next September. 
Germany is firmly on track for 
a 2 per cent inflation rate in 
1994. The present underlying 
level of German inflation, Mr 
Schlesinger believes, is still 4 
per cent 

The central bank president 
wants to avoid a repeat of the 
September experience, when 
the Bundesbank explicitly 
traded a cut in interest rates 
for the lira devaluation at the 
weekend of September 12-13. 
The Bundesbank seems likely, 
therefore, to keep its discount 
and Lombard rates unchanged 
until the end of the year. 

Mr Schlesinger’s toughness 


has implications for both the 
"hard 7 ' and the “soft" Euro- 
pean currencies. The ERM 
member most likely to come 
under Immediate pressure is 
the Irish punt, left unchanged 
yesterday ahead of this week’s 
Irish general election. Addi- 
tionally, the French franc will 
not be immune to fresh jitters 
during the run-up to France’s 
March parliamentary elections. 

The franc benefited greatly 
from Bundesbank support dar- 
ing the previous ERM turmoil, 
weathering the storms after 
the expenditure of FFrl60bn 
(£19.6bn) in currency interven- 


tion. However, in contrast to 
previous ERM realignments in 
the mid-to-late 1980s, specula- 
tors recently have earned size- 
able profits by forcing govern- 
ments to make relatively large 
changes in currency parities. 

The strength of the specula- 
tors increases the franc’s vul- 
nerability - especially if 
doubts grow about the effect 
on French competitiveness of 
the devaluations by some of 
France’s biggest trading part- 
ners. Since the lira realign- 
ment on September 12-13, the 
French franc has registered an 


unprecedented effective revalu- 
ation (as of last Friday) of 16 
per cent against sterling and of 
13 per cent against the lira. 

In a climate of shrinking 
European growth, this repre- 
sents a substantial challenge 
for French e x po r t e rs - adding 
to fears that the devaluation 
round may not yet have run its 
course. 

The ERM upsets mark a con- 
trast to the calm which went 
before. During the 5% years 
before the September lira 
devaluation, the ERM experi- 
enced only one, technical, 
realignment Since 1989, three 


countries - Spain (June 1969), 
Britain (October 1990) and Por- 
tugal (April 1992) - joined the 
ERM with 6 per cent fluctua- 
tion bands. Two non-EC coun- 
tries. Sweden and Finland, 
pegged their currencies to the 
European currency unit (in 
May and June 1991 respec- 
tively) backing up efforts to 
join the EC. 

Now, the landscape has 
changed drastically. Since Sep- 
tember, four currencies - 
those of Britain. Italy, Sweden 
and Finland - have been 
forced to float The five EC 


have either been devalued or 
are Coating (Including Greece, 
not part of the ERM), make up 
collectively about 45 per cent 
of EC grass national product 

The autumn devaluations 
have had a big effect on EC 
competitiveness. The seven 
European countries now effec- 
tively making up the “soft cur- 
rency” club - Britain, Fin- 
land, Greece, Italy, Portugal, 
Spain and Sweden - account 
for 26 per cent and 30 per cent 
of the total exports of Germany 
and France respectively. The 
challenge of foreign devalua- 
tions Is even greater for 
Ireland, which sells 42 per cent 
of exports to the seven-member 
“soft" currency dub. 

The immediate cause for the 
unrest leading to the weekend 
devaluation was Sweden's deri- 
sion last Thursday to float the 
krona, leading to an effective 
devaluation of 9 per cent 
against the D-Mark. 

The underlying reason for 
the turbulence, however, was 
that the September changes, 
rather than correcting prob- 
lems, bad left some European 
currency relationships looking 
still further out of line with 
reality. Between September 11 
and November 20, the lira and 
sterling were effectively deval- 
ued 12 per cent and 13 per cent 
respectively against the 
D-Mark - giving a substan- 
tial fillip s to Italian and British 

exporters. During this time, 
the peseta, on account of its 
devaluation in September, rose 
by about 4 per cent against 
sterling, while the escudo 
climbed 10 per cent For two 
countries which last year ran 
trade deficits of J13J3bn (Spain) 
and $&5bn (Portugal) against 
the rest of the EC. this scale of 
revaluation was untenable. 

The mflfa ftiTomma facing the 
ERM is that Germany, because 
of reunification strains, is 
straying from its traditional 
fiscal discipline. Additionally, 
German inflati on is now higher 
than in several other European 
countries. 

Yet the Bundesbank's four- 
decade-old anti-inflation trade 
record bolsters the foreign 
exchange markets’ belief that, 
while other ERM currencies 
fall by the wayside, the D-Mark 
will remain strong. The Bund- 
esbank is pleased that signs of 
a marked economic slowdown 
are already starting to damp 
inflationary pressure on the 
wage bargaining and budget- 
ary fronts. But only when 
these pressures show stronger 
Signs Of diminishing will the 
central h ank significantly relax 
its stance. Although the Bund- 
esbank could start easing inter 
est rates quite sharply from ■ 
next spring, the ERM’s bumpy 
ride may last for several more 
months. 


Helmut Schlesinger’s toughness has 
Implications for both the ‘hard' and 
the ‘soft* European currencies 


Observer 


No laughing 
matter 

■ Every one knows that De 
Beers’ chairman Julian Ogilvie 
Thompson is the most 
powerful man in the diamond 
business. So obviously he was 
top of the list when the 
Diamond Insight newsletter 
carried out a fight-hearted 
survey asking people in the 
trade: “What is the first thing 
that comes to mind when you 
hear the word diamond? And 
what is the second?” 

Alas, we shall never know 
what Ogilvie Thompson 
thinks. While others replied, 
loading their comments with 
words such as love, beauty, 
and eternity, a De Beers’ PR 
flunky took the matter much 
more seriously. 

“Having discussed the 
contents of your letter with 
my colleagues, it would appear 
that the answer which Mr 
Ogilvie Thompson would give 
to your question would distort 
the result of your survey, given 
his position and contact with 
diamonds and the diamond 
industry. It is, therefore, with 
regret that we are unable to 
participate in your survey." 

Things may be gloomy in 
the diamond market, but 
surely they are not bad enough 
to rob De Beers of its sense 
of proportion. 


No joke 

■ Even ministerial 
speechwriters are not immune 
to spending cuts and job losses 
it seems. How else can one 
explain the repetitive nature 
of Michael Hesekine’s 
speech-making in the current 
round oT annual dinners? 

Last Wednesday, he skilfully 
negotiated the annual dinner 
of the Machine Tool 
Technologies Association - 
a minefield If ever there was 
one. given current events. A 


day later he was on safer 
ground at the Institution of 
Mechanical Engineers' bash. 
Somebody, perhaps, should 
have told the great 
communicator that m a ch i n e 
tool men and mechanical 
engineers are not as different 
as they sound. 

Most of the jokes and stories 
were the same. In the good 
rid days, Hezza told both 
audiences, it used to be easy 
to write a speech because you 
could simply ring up the 
Conservative Central Office 
joke department Now, sadly, 
the department has been 
closed because there’s nothing 
to laugh about any more. 


Sound advice 

■ Having trouble writing the 
company mission statement? 

Obsaver has just stumbled 
on the following maxim which 
hag presumably been around 
for many a yean 
Turnover is vanity, profit 
is sanity and cash is reality. 


Merck ado 

■ Once upon a rime it was 
bankers who were always 
falling out with each other on 
who was tile biggest in the 
world. Now Observer hears 
that corporate egos at Merck 
have been dented following 
a report suggesting the US 
group had been stripped of its 
title as the world's biggest 
drugs company. 

Scrip Reports, a highly 
respected UK-based market 
research company, reckons 
Merck’s arch-rival, Glaxo of 
the UK. has overtaken it In 
terms of pharmaceuticals sales. 
According to Scrip, Glaxo’s 
turnover was 97.2471m last year 
compared with Merck’s 
$7.225bn, giving the British 
group a margin of victory of 

Offlcially, Merck says site 
doesn't ma tt e r - Besides, if a 



“I hope yon slip on the glass 
ceiling" 


still more profitable than 
Glaxo. But privately it’s more 
than irritated. The group is 
now ehallftnging Scrip’s 
methodology, although it has 
never done so before. 

Glaxo is clearly pleased by 
the figures although it is 
playing them down. But with 
safes growth of 19 JS per cent 
last year, compared with 
Merck’s 13.5 per cent, it is only 
a matter of time before Glaxo 
acttumpg the title officially. 


Off the rails 

■ Is there anybody, anywhere, 
with a good word to say about 
the government’s plans for 
the privatisation of British 
Rail? This is the question 
posed fry Robert Adley, the 
train-spotting Tory who chairs 
the cross-party Commons 

transport committee. 

At a time when the 
government is looking for all 
good men to come to the aid 
of the party, Adley has come 
steaming up the track with 
a declaration that his 
committee, currently 
embroiled in an ^^mfnatinn 
of rail privatisation, has been 
unable to find a single 


independent witness prepared 
to stand four-square behind 
the government's proposals. 

Explaining his anxiety that 
the committee’s report should 
be based on evidence that 
reflects all shades of opinion, 
he implores anyone with a 
kind word to say about 
privatisation to drop him a 
line so that their views can 
be taken on board. 

The outburst will come as 
no surprise at the Department 
of Transport where Adley is 
as much a bets noire as 
Nicholas WIntertonwas to the 
Department of Health. There 
are dark mutterings at the 
Transport Department that 
the government whips were 
so busy ensuring that 
Winterton was booted off the 
cross-party health committee 
that they foiled to notice that 
Adley was chugging to election 
as chairman of the transport 
committee. 

The government's choice 
would have been Alan 
Haselhurst, a trusted 
backbencher with a 
longstanding interest in 
transport, but such is Urn 
distress at Adley's 
appointment (he memorably 
described rail privatisation 
as a “poll taxon wheels”) that 
ministers would even have 
settled for Terry Dicks, the 
right-wing Tory MP for Hayes 
and Hariington, best known 
at Westminster for his distrust 
ri aU things cultural. 


Wet 

■ Dan Quayle jokes may be 
a little passe seeing that he 
wfll soon be safely more than 
a heartbeat away from the US 
presidency, but the following 
may be worth recycling: 

Question to Dan Quayle from 
the audience at a public 
meeting. “What do you make 
of Roe v. Wade?* 

Quayle pauses for reflection. 
“Gee, are those new ways 
to cross the Potomac?” . 
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Pressure to 
hold down 
wages 

From Mr Peter Ingram. 

Sir, Your editorial (“The 
gamble on UK pay", November 
15) is correct to identify wage 
growth as the source of the 
economy’s current weakness. 
You suggest that determina- 
tion from management in the 
private sector is needed to con- 
tain wage rises. This down- 
ward pressure has, over the 
last two years, been much in 
evidence as private-sector com- 
panies, particularly those in 
the traded sector, contained 
costs under the discipline of 
the ERM. With this constraint 
relaxing, talk of initiatives 
directed at coordinating wage 
outcomes and an “incomes pol- 
icy by exhortation” is already 
re-emeiging. 

The experience of the last 
decade suggests that such pro- 
posals would be judged as 
unacceptable by management 
in the private sector, anxious 
to retain control of the vital 
lever of industrial relations 
that wage movements repre- 
sent As a result any proposed 
initiative designed to moderate 
wage growth must allow for 
the flexibility of outcomes 
required by differing company 
circumstances. The best oppor- 
tunity to enjoy this dispersion 
in wage settlements, but 
around a lower nominal aver- 
age increase in earnings, might 
best be provided by pressure 
applied through pension fond 
manag ers and insurance com- 
panies. At this level any bene- 
fits of a collective approach 
might he better appreciated 
while the institutional inves- 
tors would also be best placed 
to regulate such a mechanism 
through the application of 
pressure on their sharehold- 
ings. 

Given the structure of corpo- 
rate control in Britain, if there 
exists a need for exhortation 
on pay or co-ordination of 
wage awards, it should emerge 
at this level. This would pro- 
vide the attraction of economi- 
cally consistent wage awards 
combined with the scope for 
flexibility while enabling the 
private sector to control itself. 
Peter Ingram, 
lecturer in economics. 

University of Surrey, 

Guildford, Surrey GU2SXH 


East Europe: a ‘remarkable lack 
of vision’ shown by the west 


From Dr Helene Scppatn. 

Sir, It is all very well for 
Edward Mortimer (Foreign 
Affairs, November 18) and his 
American colleagues to deni- 
grate west Europeans for fail- 
ing to respond to the challenge 
of events in the east US con- 
demnation of the lack of west 
European leadership may be 
fully justified in the case of the 
Yugoslav crisis. But after being 
the dominant western partner 
in east-west affairs for decades, 
the US, too, has shown a 
remarkable lack of vision in 
the face of the collapse of com- 
munism. 

True, President Bush clev- 
erly “steered” through the dis- 
integration of the Soviet 
Union. This meant doing abso- 
lutely nothing in the face of 
the collapse of Soviet power. 

The general passivity paid 
off in 19S990. In those “glori- 
ous" days. Chancellor Kohl's 
warnings of Soviet economic 
collapse and the widespread 
repercussions this would have 
In the world economy fell on 
deaf American and Japanese 
ears. Let us not forget that, 
between 1989 and 1991, Ger- 
many provided an estimated 56 
per cent of all financial aid to 
the Soviet Union and 32 per 


cent of all aid to the rest of 
eastern Europe. German calls 
for G-7 “burden-sharing" in the 
reconstruction of the east were 
continuously blocked by the 
Americans and the British who 
argued that Gorbachev had 
holes in his pockets. 

The resulting inaction has 
created even larger holes in 
President Yeltsin’s pockets. As 
Russia appears to slide into 
chaos, the pursuit of the US 
“non-policy” toward the former 
Soviet Union (and 1 include 
here the work of the Interna- 
tional Monetary Fund which 
set the Russian government 
impossible targets) is not only 
callous but extremely short- 
sighted. It is now left to Jeffrey 
Sachs, Harvard professor and 
foremost western economic 
adviser to Mr Yeltsin's govern- 
ment. to accuse President Bush 
of conducting a “vacuous" for- 
eign policy. 

Short-sightedness in politics 
appears to be a general west- 
ern malaise. 

Hffl&ne Seppain. 

174 Huntingdon Road, 
Cambridge CBS QLB 

From Mr Stanley Crossick. 

Sir, Edward Mortimer was 
right to criticise western 


Europe’s failure to respond to 
the challenge of events in the 
east 

A Marshall Plan type of ini- 
tiative is, of course, needed to 
help the eastern Europeans 
achieve economic and political 
stability. Such an initiative is 
also needed in the interests of 
western Europeans. Without it. 
further disintegration in the 
east will inevitably lead to 
mass immigration to the west 

The success of American 
companies in Europe owes 
much of its origins to the post- 
second world war Marshall 
Ran, a combination of brilliant 
conception and execution by 
government in partnership 
with industry. A concerted and 
co-ordinated approach to east- 
ern Europe could lay the foun- 
dations of western - and 
indeed global - economic 
recovery. 

To achieve this, the present 
western leaders must match 
those earlier American leaders 
in their far-sightedness and 
willingness to take a long-term 
view. 

Stanley Crossick, 
chairman. 

Belmont European Policy 
Centre, 

Brussels 


Exactitude in home improvement pay-back 


From Mr Ivor Duarte. 

Sir, I must take David Las- 
celles to task for a serious 
arithmo-economic inexactitude 
(Energy Efficiency survey: 
“Overheated and under-insu- 
lated", November 17). In 
assessing the pay-back time on 
bis potential home improve- 
ments, he has completely 
ignored “opportunity cost" - 
that is, the loss of interest on 
the capital expended. Tins is a 


basic economic factor, and 
while one might tolerate such 
a naive approach from a DIY 
magazine, not tin FT please! 

In the examples given, if his 
total investment is £3,010 then 
the lost interest, even at only 7 
per cent, amount to £210 a 
year. This means that the true 
saving is £306 at the moment, 
not £516, and the pay-back time 
is not less than six years, it is 
more than 10. If capital Is bor- 


rowed, the return will probably 
be negative. 

Reasonable insulation 
improvements are indeed desir- 
able and usually economical, 
the notable exception being 
double-glazing, for which the 
pay-back time - after opportu- 
nity cost - is never. 

Ivor Duarte. 

168 Green Lane, 

Shepperton, 

Middlesex TW17 8DZ 


Independent central bank not complete answer 


From Mr Walter Grey. 

Sir, Mr Thomas Welsh 
(Letters, November 17) Is not 
alone in endorsing the “con- 
vincing" case for an Indepen- 
dent central bank conducting 
monetary policy In place of 
vote-seeking politicians. 

Such an institutional reform, 
however, is not sufficient for 


greater price, and hence gen- 
eral economic, stability. What, 
at the official level, is also nec- 
essary is fiscal balance, or neu- 
trality, maintained over the 
length of the business (“eco- 
nomic”) cycle - if an indepen- 
dent central bank, dedicated to 
the maintenance of price sta- 
bility at all stages of the politi- 


cal cycle, indeed permits the 
business cycle to persist. With- 
out this, and without an appro- 
priate fiscal/mouetary policy 
mig. the goal of economic sta- 
bility, including sustainable 
growth, is hard to achieve. 
Walter Grey, 

12 Arden Road, 

Finchley. London N3 3AN 


For all . chose feather-brained 
individuals who think the only things that 
flock around (he Lincolnshire Heartlands 
arc starlings, here is the news. 

In the last three years, over 100 
businesses of various shapes and sizes 
have cither moved here or expanded their 
local operations. 

These companies have joined a 
thriving business community that currently 


two international airports and the 
deepwater seaports on the Humber and 
at Boston make up the full transport 
of delights. 

Other attractions include low rental 
costs for land and premises, high skill and 
loyalty levels amongst the labourfurce 
and a wide network of training facilities 
geared to building business in the area. 

So far, your head should be telling 


Arrived in the Lincolnshire Heartlands 
recently. Anglian Water, Minebea, Bulgin Power 

and Baby Bill. 
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deals in everything from microwave 
technology to heavy plant engineering. 

So why have all these exponents of 
such far-flung fields chosen the far-flung 
Helds of Lincolnshire as their base? 

Well, for a start, we’re not really 
that far-flung. 

In fact, the Heartlands arc a mere 
100 miles from London. 

Communications arc literally Al. 

The famous North-South trunkroutc is 
just along the road and is earmarked for 
upgrading. A wcll-conncctcd rail system. 

For more information, phone 


you that this sounds like a sensible 
place to set up shop. But there's 
another important organ iu 
consider before you decide to 
relocate; the heart. 

And, wc don't think there's 
anywhere your heart could feel 
more at home than right here. 

The rolling countryside, the 
clean air, the peaceful villages, 
the bustling towns, the first class 
schools and the top-flight. low-cost 
housing, all of these make the 
Lincolnshirc Heartlands the ideal place to 
grow families as well as businesses. 

But don't take our word for it. Ask 
Mr and Mrs Scrupps. They’ve just moved 
into the area to work and already they’ve 
increased production by 100%. The fruit 
of their labours is called Baby Bill and he 
weighed in at a healthy 8!bs lOoz. 
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Agreement near with centrist opposition on modifying economic policy 

Yeltsin may slow Russian reform 


By John Lloyd in Moscow 

A DEAL to modify Russian 
economic reforms and defuse 
political attacks on the govern- 
ment Is near to agreement 
between Mr Boris Yeltsin, the 
president, and centrist opposition 
leaders. 

An agreement would allow the 
government to retain much of its 
reform team, while industrialists 
would secure the centrally- 
directed slower pace of economic 
change they have long sought, 
say sources close to the talks. 

The deal would concentrate on 
improving as rapidly as possible 
the extraction of oil, gas and pre- 
cious minerals. In these sectors. 


and in oil in particular, lack of 
investment and the disintegra- 
tion of industrial links have 
wreaked havoc In the past few 
years. 

Privatisation of large compa- 
nies would be narrowed to about 
30 large companies, mainly in 
the defence field, with the 
emphasis on switching to the pro- 
duction of oil drilling equipment 
and other related technology. 

Mass unemployment would be 
avoided by continuing subsidies 
to heavy industrial plants and a 
high budget deficit would con- 
tinue to be run, perhaps amount- 
ing to as much as 20 per cent of 
gross national product a year. 
However, as export earnings 


rose, a new Russian rouble would 
be introduced, probably within 
two years. 

The plan would destroy much 
of what is left of the govern- 
ment’s “shock therapy” pro- 
gramme. However, this is almost 
at a standstill and the new plan 
with Its focus on energy, which is 
of most interest to foreign compa- 
nies. would probably receive out- 
side support. 

The International Monetary 
Fund and western countries will 
have little choice hut to continue 
to support Russian reform. How- 
ever, there will be limit s to the 
IMF’s continued backing for a 
programme which departs radi- 
cally from its recommendations. 


The compromise programme is 
now under discussion between 
representatives of the govern- 
ment and the Civic Union, the 
main centrist grouping, led by 
General Alexander Rutskol, its 
vice president, and Mr Arkady 
Volsky, chairman of the Union of 

Industrialists and Entrepreneurs. 

The deal will mean some cabi- 
net changes - although it.is not 
at present expected that these 
will involve include Mr Yegor 
Gaidar, the acting prime minis- 
ter. 


Managing divorce between 
Moscow and Kiev, Page 4 
Fears grow over CIS security 
Page 5 



St George's Hall at Windsor Castle, still smouldering yesterday following a devastating fire. The UK government has pledged to restore the 
hall, used for state banquets and visited by 650,000 tourists each year, to its original condition (inset right) Details. Page 8 


Japan faces fresh trade row 
over its ban on rice imports 


By Sloven Butler In Tokyo 

JAPAN looks set for a 
confrontation with its trade part- 
ners over its ban on rice imports 
after remarks at the weekend by 
Mr Kiichi Miyazawa. the prime 
minister, who said Japan had no 
intention of easing the ban. 

Mr Miyazawa’s comments came 
in response to the farm trade deal 
worked out last week between 
the US and the European Com- 
munity. The deal is likely to 
place renewed international pres- 
sure on Japan to liberalise the 
import of rice. 

Mr Miyazawa said he welcomed 
the deal between the US and the 
EC, but that this would not 
prompt Japan to change its poli- 
cies. 

Japan will shortly repeat its 


opposition to opening its rice 
market at meetings connected to 
the trade negotiations under the 
General Agreement on Tariffs 
and Trade (Gatt). 

Japanese leaders had taken 
some comfort in private from the 
squabbling between the US and 
Europe over farm trade issues. 
This shifted attention away from 
Japan’s trade policies and 
allowed them to argue that Japan 
was not the main obstacle to 
reaching agreement at the Gatt 
negotiations. 

Japan has opposed a draft 
agreement submitted by Mr 
Arthur Dunkel, Gatt’s director- 
general, which would force Japan 
to introduce tariffs on rice 
imports, rather than ban them 
outright 

Japan's ruling Liberal Demo- 


Test flight ushers in new era 


By Paul Betts, Aerospace 
Correspondent In Honolulu 

AN AIRBUS A340 - the new 
flagship of the European aircraft 
consortium - set a record Tor a 
non-stop passenger flight from 
Europe when it touched down in 
Honolulu at the weekend after 16 
hours and 12,500km. 

The Lufthansa flight to Hono- 
lulu whs part of an exhaustive 
airworthiness certification exer- 
cise for the now aircraft. The 
crew rested during the flight in 
bunk beds in a special compart- 
ment below .the passenger cabin. 

To make the time pass during 
the otherwise uneventful flight, 
passengers were treated to what 
seemed an unending banquet of 
food, a wine tasting accompanied 
by classical music, and live 
music by two Hawaiian minstrels 
accompanied by a Hawaiian 
dancer. This sort of special treat- 


ment is unlikely to be available 
when regular Lufthansa and Air 
France flights with the A340 
begin next year. 

The Introduction of the wide- 
bodied. four-engined A340 is 
expected to usher in a new era of 
long distance non-stop flights. In 
its Dash 200 version, it has the 
longest range of any civil aircraft 
in the world. It can carry 283 
passengers up to 14,500 kilo- 
metres on 16 to 17-hour non-stop 
flights. It will also enable Airbus 
to challenge more aggressively 
the traditional dominance in this 
market of the US manufacturers. 

After the Lufthansa flight 
touched down, Mr Jean Pierson, 
the Airbus chief executive, 
warned that the commercial air- 
craft industry will remain under 
intense pressure well into next 
year and probably into 1994. 

Despite tbe deep recession in 
the airline industry, Mr Jean 


Pierson, the Airbus chief execu- 
tive, said he still, expected the 
consortium to show an operating 
profit this year. 

But net profit risked being hit 
by financial provisions to cover 
future aircraft delivery risks as 
well as possible order cancella- 
tions and deferrals by financially 
troubled airlines. 

“Nobody knows when the 
pick-up will finally come." Mr 
Pierson acknowledged. 

Airbus reported last year the 
first operating profit in its 20- 
year history totalling about 
$220m (£i45.4m). it Is expecting to 
report a similar operating sur- 
plus this year. This reflects a 
steady rate of deliveries during 
the current year which are expec- 
ted to reach about 160 aircraft, 
similar to tbe 1991 figure. 

Long-range flights and frozen 
chickens, Page 6 


Optimism on 
trade deal 

Continued from Page 1 


cratic Party has been loath to 
open the market because of oppo- 
sition from Japan's rice farmers, 
who have long provided the back- 
bone of support for the party. 

There is none the less wide- 
spread cynicism among Japan's 
farmers, many of whom believe 
the ruling party is preparing to 
cave in to international pressure 
and gradually open the rice mar- 
ket. as it earlier opened the 
domestic market for beef and 
oranges. 

It is unclear whether Mr Miya- 
zawa’s remarks represent a firm 
position of the government, or a 
stance Tor domestic public con- 
sumption. The timing for an 
important policy change is in any 
case not ideal, as Mr Miyazawa’s 
cabinet has been weakened con- 
siderably by financial scandal. 


whatsoever" in demonstrating 
that the EC-US accord is within 
the price and production cuts 
agreed by the Community - 
including France - in this year’s 
radical reform of the CAP. 

France's partners, one official 
argued, would not accept any 
new risk of a transatlantic trade 
war. Nor would they support 
French opposition when they feel 
the agreement is in key respects 
better than even France had 
expected. “It’s going to be diffi- 
cult for France to oppose ftbe 
EC-US settlement] on its previ- 
ously stated grounds.” he said. 

Mr MacSharry argues that the 
farm regime which EC member 
states wish to preserve could not 
survive in the absence of a Uru- 
guay Round agreement guaran- 
teed by the 108-nation General 
Agreement on Tariffs and Trade. 
“We are satisfied we have a deal 
which will consolidate the bene- 
fits to EC agriculture agreed 
unanimously by the member gov- 
ernments." he says. 

It remained uncertain whether 
the outstanding GATT negotia- 
tions in Geneva would be com- 
pleted in time for the package to 
be presented to the EC Edin- 
burgh summit next month. 

US officials were keeping a low 
profile over the weekend, making 
no public statements about the 
disarray within the European 
Community, conscious of the 
danger of inflaming their own 
farmers, many of whom said on 
Friday they were deeply disap- 
pointed with the deaL 

It is now inevitable that the 
Bush administration, which 
leaves office on January 20, will 
not be able to complete the pas- 
sage of any Uruguay Hound pack- 
age through Congress. But Presi- 
dent Bush has vowed to negotiate 
until January 20. and president- 
elect Bill Clinton has carefully 
avoided any words or actions 
that might undermine the stance 
of his predecessor. 
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THE LEX COLUMN 

Short changed 


Perhaps European monetary officials 
secretly enjoy spending the weekend 
in Brussels. They certainly seem to 
have left themselves an opportunity 
for a repeat visit after yesterday’s 
ERM reali gnm ent. The escudo still 
looks overvalued; the Irish punt is 
untouched despite appreciating nearly 
15 per cent against sterling since mid- 
September. More importantly, the 
effective appreciation of the D-Mark 
appears too small for a farther cut in 
German Interest rates. 

Without some prospect of lower Ger- 
man rates, the residual tensions in the 
system will not easily be unwound. 
True, Portugal and Ireland are 
shielded to some extent by exchange 
controls. The latter, along with Den- 
mark and France, can boast stronger 
economic fundamentals than Ger- 
many. Yet Paris can scarcely relish a 
continuing period of enforced tight 
money. Its reluctance to endorse the 
EC-US farm trade agreement is a sign 
of insecurity which may encourage 
the foreign exchange markets to 
attack. The European authorities must 
hope a changing perception of the 
D-Mark itself will save the day. 

Economic weakness and the social 
strains from unification have reduced 
the D-Mark's attraction against the 
dollar and the Swiss franc. The trou- 
ble is that a stronger dollar may give 
the Bundesbank one more reason for 
not cutting rates. Sooner or later, how- 
ever. the tension will have to be 
resolved through a shift to easier 
money. If this realignment helps Euro- 
pean equity markets to look forward 
to that point, they may even have 
grounds to feel encouraged. 

ICI 

The “Z" in Zeneca - as Id's 
bioscience side was christened last 
week - is the alchemists’ symbol for 
solution. But it will take more than 
hocus-pocus to get bulk chemicals in a 
fit state to stand alone next year. If 
nine-month results from BASF and 
Hoechst are anything to go by, petro- 
chemicals markets have deteriorated 
since the end of ICTs third quarter. 
Even allowing for a peculiarly German 
perspective on the cycle, there seems 
to be little hope of an upturn much 
before the end of 1993. 

True, ICI will benefit from sterling's 
devaluation; overseas profits will be 
flattered on translation. More impor- 
tantly, it anil earn a higher margin on 
chemicals exported from the UK. Some 
of that advantage will be lost, though, 
if continental Europe slides into reces- 


Switzerland ' 



sion. The translation effect on earn- 
ings, moreover, does not make any 
more cash available to pay the divi- 
dend. On a conservative assumption 
the demerged chemicals business 
would have to bear a little under half 
of ICTs £400m dividend bill next year. 

Id is less dependent on commodity 
chemicals than last time around the 
cycle. Tbe recent asset swap with Du 
Pont, for example, leaves it well posi- 
tioned in acrylics. Some cash might 
also come from disposals next year, 
the polypropylene business being an 
obvious candidate. But given the regu- 
lar capital expenditure demands of 
petrochemicals - and the deeply 
uncertain outlook - ICI can hardly 
float the chemicals business while its 
depends on divestments to keep in 
shape. It might always be tempted to 
push more of the dividend on to 
Zeneca, but reducing dividend cover 
on the other side of the business 
will hardly pave the way for a rights 
issue. 

UK utilities 

With strong balance sheets and 
improving cash flows, UK utilities 
have very different finances from their 
foreign counterparts. Gearing for tbe 
UK regional electricity companies 
varies between 5 per cent and 30 per 
. cent vriule US electricity utilities typi- 
cally have gearing between 50 per cent 
and 100 per cent Interest cover is also 
higher in the UK than elsewhere. BTs 
operating income covers its interest 
payments more than 11 times, that for 
the US “baby bells" only between 3 
and 4 times. Comparisons Briih conti- 
nental firms are even more startling. 

By the second half of the decade 
many UK utilities Brill have substan- 
tial net cash and while privatised UK 
firms arguably face competition, they 


could still run happily with higher lev- 
els of debt. The anomaly arises 
because the companies were sold as 
tho ugh they were conventional busi- 
nesses expecting to earn reasonable 
returns in a competitive market. Their 
restructured balance sheets reflected 
this, but profits have increased much 
faster than expected partly because 
competition evolved slowly and 
their capacity to cut costs was higher 
had been thought. BT*s return on 
capital employed is now 2L4 per cent, 
compared to an average 11.4 per cent 
for the “baby bells”. 

Higher -gearing might improve 
returns for shareholders, but that 
would depend on wbat the companies 
did with the borrowed money. British 
Gas and the electricity generators can 
make a case for investing in areas of 
expertise such as exploration and pro- 
duction and power generation over- 
seas. BT and the regional electricity 
companies might consider returning 
the cash to shareholders before it 
burns a hole in the directors’ pockets. 

Switzerland 

The gossip in the SBriss equity mar- 
ket is that Investors are discounting a 
“no” vote in next month’s referendum 
on joining the European economic 
area. The market has Mien more than 
3 per cent since early November, 
ostensibly on worries about the threat 
to investment, jobs and growth from 
remaining outside. On closer examine- 
don this theory looks a little flawed. 

The vote will have little impact on 
the earnings prospects of large Swiss 
companies and banks which are well- 
implanted within the EC. At greater 
risk are small and medium-sized com- 
panies in tire engineering sector, par- 
ticularly those which rely on govern- 
ment procurement contracts. Yet even 
these worries are easily exaggerated. 
More important for equities, though, , 
may be the interest rate trend. The 
market was discouraged by an uptick 
of about half a point in Eurofranc 
rates since late October as the Swiss 
National Bank responded to franc 
weakness against the D-Mark. 

Significantly, share prices recovered 
towards the mid of last week as the 
central bank, which is increasingly 
pessimistic about the domestic econ 
omy. injected liquidity into the money 
market. It may have further opportu- 
nities to do so if turmoil In the ERM 
keeps the franc strong. From this per- 
spective, a “no" vote which empha- 
sised Switzerland’s distinctiveness 
might even help the equity market 



“The only first-class service 
you’ll see at my stockbrokers is when 
they bring out tbe afternoon, tea” 


At Charterhouse Tllney; we provide our private clients with a 
first-class service all the time, not just at tea-time. 

For more information, please call Philip Mitchell on 051-236 6000. 
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In 17 years the number of truck makers in Europe has 
shrunk from 25 to 10 last year. As losses mount 
remorselessly/ a further wave of restructuring 
appears to be unavoidable. Kevin Pone examines an 
industry which, throughput the? world, faces spiralling 
development costs and rising expenditure to meet 
tougher environmental regulations 

Squeeze tightens 
sales plummet 
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THE vice is tightening 
inexorably on truck makers in 
western Europe as sales fell for 
the third year in succession, 
with little prospect of relief 
next year. 

As several leading producers 
face mounting losses, the 
industry is again cutting jobs, 
and a further wave of restruct- 
uring appears unavoidable in a 
sector where the number of 
truck makers has already 
shrunk from 25 in 1975 to 10 
last year. 

In North America, demand 
for heavy trucks (above 15 
tonnes) has begun to rise after 
three years of declining sales, 
but margins remain tightly 
squeezed, and most producers 
are still losing money. The 
heavy truck industry in the US 
has been deep in loss for five of 
the past 11 years. It has made 
net losses over the past decade, 
and the industry was working 
at only 55 per cent of capacity 
last year. 

The Japanese truck market 
has also weakened in the past 
two years. Sales of trucks fell 
by 6 3 per cent to 179,000 in the 
12 months to the end of March 
this year, and Hino, a leading 
Japanese heavy truck maker, 
has recently cut its 1992/93 
forecast of overall domestic 
truck demand to 142,500 from 
an earlier forecast of 155,000, a 
20 per cent fail from the previ- 
ous year. 

Nissan Diesel, one of Hina's 
main domestic rivals, fell into 
loss In the six mouths to the 
end of September and is not 
paying an interim dividend, 
while Hino itself recently 
announced a 59 per cent fall hi 
pre-tax profits in the same 
period. 

(n all three regions truck 
makers are facing spiralling 
product development costs and 
rising expenditure to meet 
tougher environmental regula- 
tions, a burden which is 
increased by the lack of har- 
monisation of regulations and 
testing procedures between 
Europe, Japan and North 
America. 

In the European Community 
truck makers are also confront- 
ing the advent of the single 
market, which is expected to 
prove a mixed blessing for the 
commercial vehicle industry. 

According to Werner Niefer, 
president of Mercedes-Benz, 
th.> automotive subsidiary of 
Daimler-Benz of Germany and 
the world's biggest truck 
maker, the volume of transport 
in Europe is expected to grow 
by 40 per cent during the next 
10 years. (Roads account for 
more than 65 per cent of goods 
transport in Europe 1 . 

The promised growth in 
transport volumes in the single 
market should be accompan- 
ied, however, by a Ear-reaching 
deregulation of transport mar- 
kets. which is expected to 
intensify competition drasti- 
cally in the transport industry, 
with a considerable increase in 
the productivity of haulage 
operators rather than in the 
number of trucks in use. As 
more power is concentrated in 
the hands of larger transport 
groups, they could succeed in 
driving down prices. 

The European truck industry 
has watched with trepidation 
the impact of deregulation hi 
the US which over the past 
decade lias pared truck produc- 
ers’ margins to the bone. 

The commercial vehicle 
industry - and in particular 
the truck sector - is notorious 
for its exaggerated trade 
cycles, and while North Anus': 
ica appears to be finally emerg- 
ing this year from the trough 
of Us latest recession - heavy 
duty truck sales dropped by 36 
per cent from 169.000 m 1988 to 
ios.ooo in 1991 - the west 
European market is still on the 
downward slope with an uncer- 
tain braking distance. 

The alarm signals of recent 
weeks show how the squeeze is 
tightening. 

■ Mercedes-Benz, the over- 
whelming leader of the west- 
ern European truck market 
with a 31 per cent market 
share last year, announced ear- 
lier this month that it was 
postponing indefinitely its plan 
lo build a new 40.000-a-year 
truck plant in eastern Ger- 
many. 

It blamed the decision on 
three main factors; the struc- 
tural problems feeing the Euro- 


pean commercial vehicle indus- 
try, which had become “visible 
in all clarity” as a result of the 
economic downturn; the 
changed medium-term outlook 
with falling demand for light 
and heavy trucks; and the 
clearly reduced prospects for 
the development of eastern 
European markets. 

Last year, Mercedes-Benz 
commercial vehicle production 
reached a record level at 
296,000, but now its German 
plants are already, facing 
extended short-time working in 
the first half of next year. 

■ Volvo Truck, one of the 
world’s leading heavy truck 
makers, has announced this 
month another package of 
emergency measures aimed at 
cutting costs by SKr2.5bn 
($425m) a year by 1995, and 
inrlnrting the loss of another 
1,960 jobs, of which 1,410 will 
be in Sweden. 

Volvo’s truck operations 
have slumped into loss this 
year in the face of lower capac- 
ity utilisation in Europe, sub- 
stantially higher product devel- 
opment costs and inadequate 
margins in North America. 

It is in loss in spite of an 
earlier crisis package 
announced in 1990 aimed at 
cutting annual costs by 
SKri.5ba by the end of this 
year. 

It closed one of its US plants 
at Ogden, Utah, last year and 
cut its workforce worldwide 
during 1991 by 1450 to 18J00. 
m French trade unions warned 
this mouth that -Renault V6hi- 
cules Industrials, the French 
buck maker, was preparing to 
announce shortly up to 2,500 
job losses, amounting to nearly 
15 per cent of the workforce. 
RVI has plunged into a bigloss 
♦his year from the minimal net 
profit of FFr23m made in 1991. 
The results are a far cry from 
the net profits of FFrlbn and 
FFi930m achieved in 1988 and 
1989. It has introduced tempo- 
rary lay-offs, averaging seven 
days a month. 

■ Scania, the Swedish heavy 
truck maker and hitherto the 
most profitable European pro- 
ducer, is cutting 875 jobs at its 
Swedish and Dutch plants by 
early next year, after already 
cutting the workforce at its 
European production plants by 
1,500 since 1989. 

■ The loudest distress signals 
have come from Da£ the Dutch 
commercial vehicle maker, 
which is now in its third year 
of heavy losses in the face of 
the deep recession in the UK, 
its largest single market, 
where truck sales have more 
than halved since 1989. 

Oaf is the most likely next 
victim of the inexorable 
restructuring in the European 
truck industry. Far more than 
three months it has been nego- 
tiating with Mercedes-Benz 
over a potential strategic alli- 
ance. 

Daf is seeking a partner to 
provide fresh equity to bolster 
its battered balance sheet, as 
well as collaboration to allow it 
to share products, new product 
development costs and plant 
capacities. 

Mercedes-Benz has made no 
secret of the fact that it 
expects the process of concen- 
tration in the European truck 
industry to proceed apace to 
the end of the decade. 

“By the end of the 1990s we 
will have three supranational 
• strategic alliances in Europe, 
each with one major company 
at its core," said Helmut Wer- 
ner, chief executive-elect of 
Mercedes-Benz, in an earlier 
speech. 

Much larger producers than 
DAF had already concluded 
that times were becoming too 
tough to go it alone. 

In the most significant 
realignment of forces to date 
Volvo of Sweden and Renault 
of France have embarked on a 
far-reaching alliance which 
includes 45 per cent cross- 
shareholdings in each other’s 
trade operations. 

Iveco, the commercial 
vehicles subsidiary of Flat of 
Italy which was originally 
formed from the merger of 
smaller Italian, French and 
German truck makers, added 
management control of Ford’s 
UK-based truck operations in 
the second half of the 1980s. 
Itself in loss, it is now trying to 
rationalise Spain's loss-making 
Enasa, the formerly state- 


owned maker of Pegaso trucks, 
acquired at the beginning of 
1991. 

While the big groups consoli- 
date, the minnows continue to 
disappear. 

The latest casualty is AWD. 
the small privately-owned UK 
truck maker, which was forced 
to call in the receiver this sum- 
mer after foiling to jnake a go 
of General Motors’ former 
heavily loss-making Bedford 
truck operations. 
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A new Ford diesel van from 

£42 a week*.* 




Courier 1.8 Diesel Popular £8579 f 

£42 a week** 



Until the 10th of December, there are some 
van-tastic deals in The Great Ford Autumn Sale. 

Firstly, Ford are offering huge price reductions 
on most of their 1992 
commercial vehicles. 

For instance, you 
can get £500* off the 
Maximum Retail Price 
of a Ford Transit. 

You are, of course, 
free to negotiate further with your Ford dealer. 

And with Ford Credit's special rate finance 
plans, business users can have a Courier diesel van 
for the equivalent of only £42 a week and an Escort 
Popular diesel horn only £43 a week. 

Call free now on 0800 111 222 for a brochure, 
price list, and location of your participating Ford 
dealer. 


LOW RATE FINANCE 


^nz 


Escort 40 1.8 Diesel Popular £ 8862 f 

£43 a week** 




Courier 

Escort 40 

Transit 80 


1.8 Diesel 

1.8 Diesel 

2.S Diesel 


Popular 

Popular 

Trader 

Typical Examples 

On the Road Price 
(inc. VAT) 

£8578.93 

£8861.87 

£10,670.90 

Repayment Pattern 

6-0-42 

6-0-42 

6-0-42 

Deposit 

(Initial instalment + VAT) 

£2355.31 

£2433.45 

£2933.04 

Number of Payments 

48 

48 

48 

Monthly Payment 

£182.33 

£188.33 

£226.69 

Weekly equivalent 
Payment 

£42.08 

£43.46 

£52.31 

APR% 

Conditional sale over 43 months 

12.7% 

12.7% 

12.7% 


Call free flfinn ill 222 for details. 


Transit 80 Trader 2.5 Diesel £10,671 f 

£52 a week** 



Everything we do is driven by you. 


•S&edcm Sdaxunum RemlPnceasai 17 th August Ottormihble until Dec 31st ■•M^equnwbnipam-nis hasten Ford CtodilS brunc* programme svaxkWe Cvdu ^.TteDn^BrntwriEstmc^MlS 

subject rnsULus - Lanrxehnnoce not available U, Beet, runmfiffSS velurlaso, mote. or 1993 Escort vans ^0,0*, Bold pnee based on Maximum Retail Price (Courier Pop and Escort 

Pop Oct 1st. Transit as at Aug number plates and rood And hence 1992 urodehtCounea nod TrunsiU built prm to nth. Escort vans budtpno, to Aug Sithf sublet to wulabilily 
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Kevin Done looks at market prospects in Europe 


Outlook remains gloomy 


THE western European truck 
industry is in its third year of 
decline, and the short-tern 
outlook remains gloomy with 
forecasts suggesting a further 
significant drop in demand in 
1993. 

The latest forecast by DRI, 
the London-based automotive 
analysts, suggests that truck 
sales (6 tonnes gross vehicle 
weight and above) across the 
main 15 markets in western 
Europe will have fallen by 10.5 
per cent this year to around 
246,000. 

There is little relief in pros- 
pect in 1993 with truck sales 
forecast to fall again by as 
much as 8 per cent to 226,000, 
before a modest recovery 
begins in 1994. 

While truck sales have been 
falling in Europe overall, the 
extraordinary boom in Ger- 
many in the wake of unifica- 
tion has masked the speed of 
the decline In other markets. 

The share taken by Germany 


There Is little relief in 
prospect in 1993 with 
truck sales forecast to 
fall again by as much 
as 8 per cent to 226,000 


in the overall western Euro- 
pean truck market has virtu- 
ally doubled from around 20 
per cent in 1989 to around 40 
per cent this year. According 
to DRI figures truck sales (6 
tonnes and above) in Germany 
increased by 222 per cent in 
1990 to 68,000 and jumped 
again by 54.4 per cent in 1991 
to 106,000. 

Supported by the surge in 
Germany, truck sales overall 
in western Europe fell by only 
7 per cent from the peak of 
296,000 in 1989 to 275,000 in 
199L Excluding Germany, how- 
ever, truck sales in the rest of 
Europe have plunged in the 
past two years by 29 per cent. 

Since mid-1992 the market 
has begun to turn downwards 
in Germany, too, after the last 
two years of record, sales, how- 
ever. and there has been little 
sign of a recovery elsewhere In 
Europe to compensate for 
weakening German sales. 

With such a wide disparity 
between the performance of 
different markets, truck mak- 
ers have been subjected to 


sharply contrasting changes in 
fortune with most of the bene- 
fits accruing to Mercedes-Benz 
and MAN, the two German 
truck makers which control 
around three-quarters of their 
domestic market 

Mercedes-Benz captured a 
third of European sales in 1991 
and MAN has boosted its share 
from 8 per cent before unifica- 
tion to more than 12 per cent 
this year. 

The scale of the impact of 
German unification on the 
truck Industry coupled with 
the decline in demand in other 
European markets can be 
judged from the fact that east- 
ern Germany alone has 
emerged as Europe's second 
biggest truck market In the 
first eight months this year. 

According to Automotive 
Industry Data, the UK-based 
automotive industry analysts, 
new truck sales (above 3.5 
tonnes) In eastern Germany 
alone totalled 28,660 in the first 
eight months this year com- 
pared with 25.818 in France 
and only 20,633 in the UK. 

The UK. Spain and the Scan- 
dinavian countries, which led 
the present decline into reces- 
sion, have suffered the largest 
foils since the European mar- 
ket peaked in 1989. 

Truck sales in the UK have 
dropped by more than 50 per 
cent in the past three yean, 
w hile the Spanish market has 
fallen by 43 per cent, and Swe- 
den now has a market only a 
third of its former size. 

According to the DRI Euro- 
pean truck forecast report pub- 
lished this month “the summer 
months have brought a signifi- 
cant deterioration in market 
conditions to many of the 
European markets . . . turmoil 
in European currency markets, 
deteriorating national econo- 
mies increasing uncertain- 
ties over the prospects of any 
economic recovery in the 
short-term have added to the 
mood of gloom and general 
unease in the truck industry. 

"The glow of German unifi- 
cation and the boom it injected 
Into the market is fast fading 
away as the the mar ket faces 
re-adjustment to lower levels of 
demand.” 

The prospects overall for 
European truck sales next year 
have deteriorated as forecasts 
have been revised downwards 


Western Eu r ope a n l igh t co mm erc ia l ve h i cle s 
Sales forecast - up to 6.0 tonnes (OOOs)* 



1990 

1991 

1992 

1993 

1994 

West Europe total 

1,341.3 

1,186.6 

1,209.1 

1,2247 

1,277.4 

% change 

-11.6 

-11.5 

+ 1.9 

+ 1.3 

+43 

Germany** 

103.6 

129J 

179.1 

149.6 

143.1 

% change 

+ 12.0 

+ 25.3 

+38.0 

-16.4 

-4.4 

Ftonce 

me 

328.0 

301.2 

317.4 

337.1 

% change 

-6.0 

-11.5 

-92 

+5.4 

+62 

UK 

230.1 

163 j 4 

152.0 

1645 

1843 

% change 

-24.1 

-29.0 

-7.0 

+ 10.9 

+9.3 

Naty 

147.8 

147.8 

1418 

143.7 

1502 

% change 

-7.4 

+ 0.0 

-2.1 

-0.7 

+ 4.5 

Spain 

191.1 

158.7 

1742 

186.9 

182.6 

% change 


-17.0 

+ 1JL3 

+4.8 

+3.1 

Western European tracks — 

above 6 tomes 


Sales forecast (OOOs)* 




1990 

1991 

1992 

1993 

1994 

West Europe total 

2704 

27S.2 

2092 

2240 

236.1 

% change 

-5.9 

-1.2 

— 10.5 

-8.2 

+4.4 

Germany** 

603 

105J 

97.0 

745 

634 

% change 

+ 22.8 

+54.4 

-8.1 

-23JZ 

-14.3 

France 

49.4 

449 

38.3 

37.1 

42.6 

% change 

-3.2 . 

-11.1 

-17.3 

+ 2.4 

+ 14.7 

UK 

44.7 

29.3 

29.0 

32J 

37.4 

% change 

—31.2 

-33.4 

-ZS 

+ 12.6 

+ 14.4 

Italy 

32.0 

25.3 

20.1 

140 

222 

% change 

-2.1 

-21.1 

-20.5 

-10.4 

+28.7 

Spain 

24.9 

20.4 

18J 

18S 

20.7 

% change 

-22.3 

-18.3 

-10.8 

+2.6 

+ 113 


* 1830/81 actual. MSflM to racaat Forecast lor 14 markets 
“ Fran Ml Germany total tadudaa MMlarn Germany 

Source: OfV European Tract* f eruc aa t Report 


Western European truck sales (over 3-S tonnes) 
JanuarynAugust 




1991 


1992 

Makes 

Units 

Market 

Units 

Market 



share % 


share % 

Mercedes-Benz 

87,788 

31.6 

65,050 

32.5 

Iveco 

39356 

18.6 

35.783 

17.9 

MAN 

25,936 

12.1 

26^14 

13-1 

RVI-Renault 

21,787 

10.2 

17,339 

47 

DAF 

15,500 

72 

15,715 

72 

Volvo 

17,685 

62 

15.483 

7.7 

Scania 

13,148 

6.1 

11,970 

6.0 

Others 

12.543 

5.9 

12,649 

83 

Total 

214201 

100.0 

ann,^ 

100.0 


Source: Industry esflnotM 


in particular for France and 
Italy, which are not expected 
to be able to compensate for 
the accelerating slide in Ger- 
man demand . 

Truck sales in France (six 
tonnes and above) are forecast 
by DRI to rise by only 2.4 per 
cent next year after three years 
of sharp decline, with sales 
falling in Italy by 10.4 per cent 
and in Germany by 23 2 per 
cent 

"With a severe contraction in 


the German market, and 
weaker demand prospects in 
other European countries, 
truck registrations are forecast 
to decline by up to a further 8 
per cent in 1993, before some 
measure of returning confi- 
dence and improved invest- 
ment climate provide a firmer 
foundation for growth In truck 
demand." 

The DRI forecast does see a 
resumption of modest growth 
in European truck demand 


Western Europe truck 

sales 

(over 3 .5 tonnes QVW) 


1991 

1990 

% change 

Austria 

6,885 

7,485 

-10.4 

Belgium 

10,964 

11,337 

-3S 

Denmark 

3.426 

XSX 

-3.1- 

Ireland 

1,973 

3.075 

-35.8 

Finland 

2^84 

4,184 

-43.5 

Franca 

44886 

50,470 

-11.1 

Germany* 

126,611 

81,149 

+56.0 

Italy 

29.218 

35,198 

-19.8 

Netherlands 

13.758 

14,877 

-92 

Norway 

3,550 

3,359 


Spain 

24,462 

31.191 

-21.6 

Sweden 

4376 

6.733 

-35.0 

Switzerland 

3,620 

4.881 

-25.8 

UK 

32,164 

48^46 

-33.7 


Europe 

exduilng Germany 

307,077 

199)466 

304297 

225,148 

+02 

-19.8 

1 Eawn and wmn lor Ml 


Source: Aukur, 

KjttYvInOuatryD*** 


Profile: DAF 

In search of an 
alliance 


from .1994, but total sales are 
only forecast to reach 261,000 
by 1997, still well below the 
peak years at the end of the 
1980s. 

In the UK the first signs of a 
modest recovery are appearing 
but only after three years erf 
deep recession have taken a 
heavy toll on the industry. 

In July truck sales (above 3£ 
tonnes gross vehicle weight) 
showed the first monthly year- 
on-year increase in 34 months 
finally ending a period in 
which sales had plunged by 60 
per cent In three years. 

The breakthrough achieved 
in July has been sustained for 
four months with UK truck 
sales showing year-on-year 
Increases for four consecutive 
months from July to October. 
The decline earlier in the year, 
however, means that for the 
first 10 months UK truck sales 
were still 43 per cant lower 
than in the corresponding 
period a year earlier. 

Since 1989, overall UK com- 
mercial vehicle sales have suf- 
fered the steepest and deepest 
fall into recession of the post- 
Second World War period. 
Truck sales have fallen to a 
level not seen since the early 
1950s, and the recovery is 
therefore coming from a very 
low base. 

The recent improvement 
should be sustained in 1993 and 
1994 according to the latest 
DRI forecast, which suggests 
that sales of trucks (6 tonnes 
and above) could increase by 
13 per cent in 1993 to 32,700 and 
by 14 pec cent to 37,400 in 1994. 

R is expected that pressures 
in the UK to replace older - 
trucks, which have been 
retained during the recession, 
will become more intense.' 
"Many truck operators will be 
experiencing rising costs as 
they hang on to vehicles 
beyond the point at which they 


would normally renew them if 
trading conditions were bet- 
ter," says the DRI report 

An early sign of improving 
prospects is coming from the 
truck rental sector in file UK, 
which operators often turn to 
as a means of capacity 
in the short-term, when they 
are uncertain about embarking 
on a new truck purchase to 
meet higher demand. 

Despite failing sa l es in west- 
ern Europe, truck makers in 
Europe managed to increase 
production modestly by 22 per 
cent last year to 324,000, helped 
by exports to overseas markets 
with Important orders coming 
from north Africa and the Mid- 
dle East Output fell in 1990 tv 
13.4 per cent to 317,000. 

The latest DRI study sug- 
gests that the fell in truck pro- 
duction (6 tonnes and above) 
will have been resumed this 
year with a drop of around 7.5 
per cent to 300,000, however. 
Output is forecast to decline 
further in 1993 by 52 per cent 
to 285,00a Production reached 
a peak of 366,000 in 1989. 

In previous recessions in 
Europe, which had been trig- 
gered try steep increases in oil 
prices, the western European 
truck industry had been able 
to cushion demand losses at 
home through sharply higher 
exports to the oil-producing 
countries. 

"This time the nature of the 
recession is different and is 
accompanied by a weak global 
outlook with real commodity 
prices remaining low, and little 
prospect for exports to make 
up domestic shortfalls,” says 
DRL 

With the main. impulses for 
recovery coming from domestic 
demand in Europe, DRI fore- 
casts the start of a modest 
recovery in output in 1994 with 
an increase of 3.1 per cent to 
293,000. 


IN THE endless war of 
attrition in the European truck 
industry Daf, the Dutch com- 
mercial vehicle maker, appears 
set to be the latest victim of 
the wave of restructuring that 
has swept through the sector. 

Three months ago It admit- 
ted that it had been forced to 
oiter discussions on “a strate- 
gic alliance ". While still refus- 
ing publicly to identify the 
hoped-for saviour, it appears 
that Daf is seeking shelter 
under the giant shadow of Mer- 
cedes-Benz, the world's leading 
truck maker and the automo- 
tive subsidiary of Daimler- 
Benz, Germany's biggest Indus- 
trial corporation. 

Daf; which is now in its third 
year of heavy losses, says that 
it is seeking an alliance, where 
the new partner would provide 
fresh equity to bolster Its bat- 
tered balance sheet, as well as 
collaboration to allow it to 
share products, new product 
development costs and plant 
n upac i tiffl . 

Its need for an alliance is 
becoming Increasingly urgent 
as truck markets weaken 
across Europe, and as recovery 
from prolonged recession in 
the UK, still Daf s biggest mar- 
ket, remains elusive. 

In its latest setback Daf 
announced last month that it 
would have to defer payment 
of a di vidend In 1982 on an 
issue of preference shares 
made only a year ago to raise 
FI 250m to strengthen its creak- 
ing finances. 

The dividend postponement 
- along with the announce- 
ment of more production cut- 
backs caused the Daf ordinary 
share price to plunge to an 
all-time low of F1&80 in trad- 
ing In the last month from a 
high for the year of FI 2690. 
Daf was floated on the Amster- 
dam and London stock 
exchanges in 1989 at a price of 
FI 4790 a share and peaked at 
FI 5890 shortly afterwards. 

The reluctance of some Daf 
shareholders to subscribe to 
last year's share issue h«a radi- 
cally changed its shareholder 
structure. 

The British Aerospace stake 
(a product of Dafs takeover in 
1987 of the Leyland truck 
operations and BAe’s subse- 


quent takeover of Rover, for- 
merly British Leyland) has 
fane n from 16 per cent to only 
109 per cent. 

At the same time three lead- 
ing Dutch financial institu- 
tions have emerged as big 
shareholders, ABN-AMRO 
Bank with &2 per cent, and the 
Dutch insurance groups ING 
and Aegon with 10.6 and 6.4 
per cent respectively. 

While Daf seeks the support 
of Mercedes-Benz, it is also in 
advanced talks for additional 
funding of F12l0m In credits 
backed by the Dutch and Bel- 
gian. states. Separately It has 
explored potential collabora- 
tive ventures in components 
with Hino, the Japanese truck 
maker. 

Dafs fortunes have changed 
with alarming speed reflecting 
the dramatic volatility of the 
European truck market. It fell 
into net losses of FI 228m in 
1990 and FI 394m in 1991 - and 
failed to pay dividends - after 
achieving a record net profit or 
FI 172m in 1989. 

Daf has turned from hunter 
to prey in the European truck 
industry. 

Xu the late 1980s it moved 
into high gear in a drive to 
acquire, itself, the critical size 
that might have promoted it 
into the top league of Euro- 
pean truck makers. 

In 1987 it took over the then 
British Leyland truck and van 
operations in a move that 
transformed it from being 
essentially a heavy truck and 
bus maker, into a commercial 
vehicle producer with a (lull 
product radge from vans to 
light, medium and heavy 
trucks and buses. 

Buoyed by the record sales 
and profits of 1989 it then tried 
successively to take over 
Enasa in Spain and Steyr in 
Austria, but each time it was 
thwarted, as bigger rivals 
stepped in. 

Among today’s surviving 
European truck makers, DAF 
is exposed by having the 
breadth of product range of the 
biggest players without their 
production and sales volumes. 
It has entered a collaboration 
with Renault to develop a new 
van range for the mid-1990s. 
Continued on next page 
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Delco Electronics Steering Wheel 
Mounted Accessory Controls allow the driver 
to keep both hands on the wheel while adjusting 
the advanced Delco Electronics radio: on/off, 
station seek and volume. Air-bag compatible 
versions now available. 




With Delco Electronics Head-Up Display Instrumentation, 
vehicle speed, direction indicators and warning lights are 
projected "out" in front of the driver, so that whatever 
the driving conditions, the driver's eyes can 
be kept safely on the 
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Continued from previous page 
but until it started its present 
negotiations with Mercedes- 
Benz, it had foiled to find a 
partner to share the much 
more onerous product develop- 
ment burden on the truck side 
of its business. 

At the same time it has 
lacked the depth of financial 
resources to allow it to emerge 
unscathed from the horrors 
that have beset its sales in the 
UK. which became its single 
biggest market after the 
merger with Leyiand. 

Daf has tried hard to reduce 
its dependence on the UK by 
building its dealer network and 
sales in particular in Germany 
and in France. Its endeavours 
are beginning to bear fruit in 
those markets, but in 1991 the 
UK still accounted for 29.4 per 
cent of group turnover. 

It was little consolation that 
Daf became the track market 
leader In the UK last year, nar- 
rowly overhauling its bitter 
local rival Iveco Ford, when at 
the same time overall UK truck 
sales were suffering their 
steepest slide into recession 
since the Second World War 
with demand at its lowest level 
since the early 1950s. UK truck 
sales have fallen by 60 per cent 
in the past three years. 

According to figures from 
DHL the London-based automo- 
tive analysts. Daf a share of the 
western European heavy truck 
market (above 15 tonnes) fell to 
only 13 per cent last year from 
10 per cent in 1990 leaving it 
last among the seven leading 
European truck makers. 

It has managed, however, to 
cut its net loss in the first half 
of 1992 to FI 97.4m from 
F1179.lm a year ago, with its 
operating loss reduced to 
Fl 27.4m from FI 116.5m a year 
earlier. It has launched this 
year a new heavy truck range, 
the Daf 75/85, developed at a 
cost of F1550m. 

Between the end of 1991 and 
the end of 1993 restructuring 
measures will take costs of 
Fl 500m a year out of the busi- 
ness. With manufacturing 
operations in the Netherlands, 
Belgium and the UK, the com- 
pany will have cut its work- ; 
force to fewer than 12JXJ0 by 
the tmd of 1993 from 26,782 in 
1989. 

Daf s earlier forecast - con- 
ditional on various favourable 
developments of a 

break-even for 1992 after a loss 
in the first half, had to be 
changed, in late August to a 
break-even only in the second 
half of 1992. 

Kevin Done. 


Profile: SCANIA 

New plant opened in France 


IN THE MIDST of declining heavy 
truck markets across Europe, 
Sca ni a, the specialist Swedish heavy 
truck maker, has added to Its capac- 
ity with the opening of a new truck 
assembly plant at Angers In western 
France. 

Scania has long enjoyed the lead- 
ing position as the most profitable 


The Swedish truck and bus maker 
is a subsidiary of Saab-Scanla, the 
automotive and aerospace group, 
which In turn forms the main whol- 
ly-owned operating unit of Investor, 
the Swedish investment group con- 
trolled by the Wallenberg family. 


was forced to sacrifice market share. 
It embarked on the Angers project at 
the peak of the market however, 
and It now faces the burden of carry- 
ing the excess capacity through the 


of Scania trucks and buses foil by 10 


cent share of the European heavy 
truck market (above 15 tonnes) last 
year, a foil foom 11.2 per cant a year 
earlier. Scania's truck production 
operations are located In Europe - 
in Sweden, in the Netherlan d s and 
in France - and in South America, 
where it began to build trucks, buses 


It has a leading position among 
European track makers in the Mid- 
dle East and Far East, where its 
tracks are assembled under licence 
In South Korea by Asia Motors, a 


have all suffered heavy losses - 
Scania tried to go it alone, but with 
little success. 

Since 1985 Scania has exported to 
the US a limited volume of trucks 
for sale in the north-eastern states of 
the US, but it was forced to 
announce in the summer that it was 
discontinuing production for the US 
from the end of this year. It blamed 
its withdrawal on the lack of profit- 


ability in the US heavy truck market 
and “the unlikelihood of a return to 
profitability in the foreseeable 
future”. 

Scania's well-established global 
presence in markets outside north 
America has been an important 
source of strength in the face of the 
volatility of demand in individual 
markets. In 1989 its five biggest 
track markets were Brazil with 4,099 
vehicles sold, the UK 3,507, France, 


2.942, Sweden, 2.656 and Italy, 2£06. 

In the space of two years the UK 
Sweden and Italy had dropped out of 
the top five to be replaced In 1991 by 
Germany - with 4,011 vehicles Scan- 
ia's biggest market - Iran and the 
Netherlands. 

Iran, where Scania sold no trucks 
in 1990. emerged as its fourth largest 
market worldwide last year with the 
sale of 2,300 vehicles. Scania's sales 


in Germany, where it is the leading 
heavy track importer, with a market 
share of around 6 per cent, have 
more than doubled in three years 
from 1,813 in 1989 to 4,011 last year. 
In the same period its sales have 
more than halved in the UK, how- 
ever, falling to only 14163 last year 
from 3,507 to 1889. 

Helped by a surge In the construc- 
tion sector in South Korea Scania 
sales there more than trebled last 


year to 1,798 from 537 a year earlier. 

This year the Iran and Korea mar- 
kets have declined, and Scania truck 
sales are also falling in line with the 
markets in Germany and in Brazil. 

Scania has been unable to make 
up for these foils, although it has 
made gains in Argentina, and in sev- 
eral smaller markets such as 
Morocco, Tunisia and Syria. It has 
returned to Morocco this year after 
an absence of 30 years with the 
assembly of trucks and buses by 
Soriac, a privately-owned, local 
group. It is aiming at a sales volume 
in Morocco of around 250 vehicles a 
year. 

The access to overseas markets 
has not been sufficient during the 
recession in Europe to maintain pro- 
duction levels at Scania's Swedish 
and Dutch plants, and the group has 
announced measures to cut its work- 
force in the two countries by 875 by 
early next year. It had a workforce 
of 22.000 at the beginning of 1992 
with 6,500 at its main Sodertalje 
plant in Sweden, and 9,000 outside 
Sweden. 


duration of the present recession. 

Last year the group succeeded in 
compensating for the lower demand 
in western Europe with increased 
sales in other markets, in particular 
in the Middle East and in the Far 
East, but this has proved more diffi- 
cult in 1992. 

in the first half of this year sales 


subsidiary of the Kia group. 

The main blank on the Scania map 
is North America, where the Swed- 
ish truck maker has foiled to follow 
its European rivals Mercedes-Benz, 
Volvo and Renault Into the US 
industry. Unlike these three groups, 
which have all taken over estab- 
lished US truck producers - and 


truck maker in Europe, but its finan- 
cial performance is coming under 
pressure as it adds capacity at a time 
of shrinking demand. 


per cent to .14,961 from 16.643 in the 
corresponding period a year earlier. 
Turnover has declined by 7 per cent 
to SKr&38bn. It captured a 10.4 per 


When European truck sales were 
booming in the late 1980s Scania was and engines in Brazil in the mid- 
unable to keep up with de mand and 1950s and in Argentina in 1976. 


It embarlced on the Angers project at the peak of the 
market, and it now faces the burden of carrying the excess 
capacity through the duration of the present recession 


AFTER two years of record profits 
the party appears to be over for 
MAN Nutzfohrzeuge, the number 
two German commercial vehicle 
maker behind Mercedes-Benz. 

Much more heavily dependent on 
the home market than its arch 
domestic rival, MAN has been 
buoyed up by the extraordinary 
surge in truck demand in Germany 
in the wake of reunification. 

In its last financial year to the end 
of June It increased Its pre-tax prof- 
its by 29.7 per cent, the group's best 
financial performance. 

Its record profits have been In 
stark contrast to the losses reported 
elsewhere in the Industry by the 
likes of DAF and Volvo, but as the 
wave of demand in Germany sub- 
rides, MAN, too, is having to prepare 
for tougher times ahead. 

In contrast to the record produc- 
tion and profits achieved in the 
1991/92 financial year (to June 30) 
the value -of new orders booked in 
the year bad already begun to foil 
sharply, and MAN is now being 
forced to reduce output in line with 
falling sales. 

It has cut truck production by 
around 12 per cent. It has baited 
output for one week during Novem- 
ber and will also stop production for 
a week from January 4. It is cutting 
overtime, not replacing temporary 
workers and not replacing workers 
lost through natural wastage. 

Both profits and turnover are fore- 


Profile: MAN NUTZFAHRZEUGE 


The party appears to be over 


cast to fall In the current year. MAN 
has also warned that further short- 
time working could be imposed In 
coming months, if orders remain at a 
low level. Turmoil in the currency 
markets has greatly increased uncer- 
tainty in European markets, it says. 

While the outlook for the coming 
year is deteriorating, MAN at least 
has the cushion of a record financial 
performance in the past two years. 

In the 12 months to the end of 
June the company, a subsidiary of 
MAN, the German engineering 
group. Increased its pre-tax profits 
by 29.7 per cent to DM506m, while 
turnover rose by 6.9 per cent to a 
record DM7^btL Sales outside Ger- 
many were unchanged at DM3.2bn, 
but domestic turnover jumped by 13 
per cent to DM4.7bn. 

MAN raised its production of 
tracks and buses by 8.4 per cent to a 
record 41,590 with the company's 
plants in Germany and in Austria 
working at foil capacity. In contrast 
to the wholesale job losses elsewhere 
in the industry it increased its work- 
force by more than 1,000 to 28JXX) at 
the end of June. 

- MAN truck and bus sales world- 


wide rose by 7 per cent to 40,815 in 
1991/92 from 38,146, helped by strong 
demand in Germany and in Austria. 
The increase was achieved in spite 
of a foil in the total western Euro- 
pean market for trucks (from 6 
tonnes gross vehicle weight) to 
277,000 in the calendar year 1991 
from 287,000 a year earlier. 

The group’s strong presence in the 


tonnes) has surged from 8£ per cent 
in 1990 to 12.8 per cent in 1991. DRI 
forecasts that MAN’S share will have 
risen to a peak of 13.4 per cent this 
year before weakening in 1993. as 
the German market contracts. 

MAN has been able to boost pro- 
duction to cope with the surge in 
demand in Germany thanks to its 
1990 acquisition of the Steyr track 


Its record profits have been In stark contrast to the losses 
reported elsewhere in the Industry by the likes of DAF 
and Volvo 


German market, where it accounts 
for more than a fifth of all truck 
sales (over 35 tonnes gross vehicle 
weight), has allowed it to achieve a 
record share of the total western 
European market where Germany is 
the ttawiinant force. 

According to DRI, the UK-based 
automotive analysts, MAN has 
moved from last place among the 
seven leading European heavy truck 
makers in 1990 to third plaro last 
year behind only Mercedes-Benz and 
Iveco. Its share of the western Euro- 
pean heavy truck market (over 15 


operations in Austria. MAN has 
moved the assembly of its M90 medi- 
um-weight truck range to Steyr, 
which produced nearly 4,800 MAN 
trucks in the 1991/92 financial year. 
Steyr also holds a market share of 
around 23 per cent in its domestic 
market in Austria. 

The German group is investing 
DM320m in the Steyr operations, of 
which around DM89m was spent last 
year in part for the building of a new 
truck assembly line. 

MAN Nutzfohrzeuge group capital 
expenditure has risen rapidly in the 


past five years from DM170m In 1987/ 
88 to DM395m in 1991/92. with the 
focus on creating a flexible produc- 
tion network between the five Ger- 
man and two Austrian plants. 

After its record performance of the 
past two yearn declining new orders 
in recent months indicate that the 
coming two years will be much more 
difficult for MAN. The high level of 
orders It Is still taking for buses, is 
insufficient to compensate for the 
rapid drop in new truck business. 

Falling new orders from the 
domestic German market combined 
with stagnant or dpriining demand 
from export markets has led to a 203 
per cent foil in the value of new 
orders booked by MAN in the 12 
months to the end of June to 
DM7-2bn. The value of new domestic 
orders fell by 28.1 per cent to 
DM4. lbn, while foreign orders 
declined by 65 per cent to DM3.1bn. 

The value of the order book had 
fallen by 22.7 per cent to DM3.49bn 
at the end of June from DM4J5bn a 
year earlier. In the first quarter of 
the 1992/93 financial year (July to 
September) the value of new orders 
had fallen again by 27.8 per cent to 


To bring output into line with fall- 
ing sales production is being stopped 
for a total of 9 days from September 
to the end of the year at the Dutch 
plants, while four production days 
will be lost at the Swedish plants 
around the end of the year. 

The decline in Europe means that 
production at the new Angers plant, 
where Scania has initially invested 
dose to FFr400m (£49m) will develop 
much more slowly than originally 
planned. The workforce presently 
totals around 200 including 120 hour- 
ly-paid workers. With output run- 
ning at 5 trucks a day the Angers 
plant Is scheduled to produce 600 
trucks by the end of this year. At 
full capacity of 30 trucks a day the 
workforce is expected to rise to 
400-500. 

Scania has developed plans to 
establish an engine plant at Angers 
as well as to further boost truck 
production capadty at the site, but 
investment in further expansion will 
require first a significant recovery In 
the European heavy truck market. 

The group is aiming to have a pro- 
duction capacity for 50,000 vehicles a 
year by the mid-1990s. Last year 
total deliveries of trucks and buses 
Increased by 5 per cent to 33,100, 
including 3,980 buses, the second 
best year in the group’s history. 

Kevin Done 


DMUbn from DML8bn in tho same 
period a year ago. 

The group claims it has been 
unable to move as quickly as it had 
hoped to build up a dealer and ser- 
vice network in eastern Germany, 
often because of problems in estab- 
lishing land ownership and gaining 
the necessary approvals. It now has 
four wholly-owned service centres in 
principal cities. 

In Hungary, MAN has recently 
signed a letter of intent with Raba, 
the Hungarian engineering com- 
pany, and Mogurt, the trading com- 
pany, to co-operate in assembling 
trucks. The aim of the deal is for 
MAN to deliver diesel engines and 
truck cabs to Raba, chiefly for all- 
wheel drive vehicles exclusively for 
the Hungarian market 

MAN is also expanding control of 
its impotter/disfrihutor organisation 
in western Europe and earlier this 
year it took over the UK MAN truck 
importing business for £20m from 
Lonrho, the London-based interna- 
tional trading group. 

The German truck maker 
accounted for 43 per cent of the UK 
truck market (above 35 tonnes) last 
year, where it is relatively weak 
compared with its presence else- 
where In Europe. It was only in 
eighth place in the UK where it is 
still overshadowed by groups such 
as DAF, Iveco and Mercedes-Benz. 

Kevin Done 




-Used with safely belts, 
air baas are helping to save 
lives. Delco Electronics 
makes the sophisticated 
electronics designed to 
check the air bag system 
every time the driver starts 
the cor and then constantly 
monitor various system 
functions while driving. 


Anti-lock brakes showed the world how much of a 
contribution electronic could make to automotive safety 
and that was just the beginning. Looking further down the 
oad, we see advanced safety-related and ease-of-driving 
eatures becoming a clear priority among new-car buyers. 

We make the Electronic Controllers mat are the "brains" 
behind the anti-lock brakes and we play a leading role in the 
other features shown. With all these options and more, we're 
doinq our best to bring today's car buyer driving comfort and 
peace of mind. 

But perhaps the most important thing out customers like 
about Delco Electronics is the way we work with them. From 
drawing board to final assembly. Call us at (51) 549-3548 
in Liverpool. Rapidfax (51) 548-5521. Let us show you 
what we can do together.. 

Delco Electronics 

Subsidiary of GM Hughes Electronics 
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Profile: ERF 

Eyes on Europe 


BY NORMAL motor industry criteria, 
ERF should have been one of the early 
casualties of what is the deepest UK 
truck market slump since the Second 
World War. 

It is smalL It achieved an output of 
4,319 trucks in Its peak year of 1989 and 
expects to make and sell only around 
2,000 this year, during what now 
appears to be the trough of the reces- 
sion. It thus enloys few of the econo- 
mies of scale of far larger rivals such as 
Daimler-Benz and Iveco. 

Its sole manufacturing plant is at 
Sandbach, Cheshire, in the far 
north-west corner of England. It has 
been heavily dependent on the UK for 
its sales - and the UK has been by far 
the most badly hit of all European 
truck markets. 

ERF is also the UK’s last publicly- 
quoted independent truck company, 
still family-controlled but nevertheless 
having recession-rattled banks and 
shareholders to satisfy and no group 
parent to draw on for support. 

Ten years ago, when the last severe 
truck sales downturn occurred, it did 
Indeed look as if ERF would not sur- 
vive. The company was then what 
chairman Peter Foden describes as a 
“fruit salad” truck maker, employing 
large numbers of people to produce tai- 
lor-made vehicles fitted with almost any 
type of engine, transmission or axle dic- 
tated by the whim of customers. 

It was an inefficient way of producing 
trucks and for which ERF could com- 
mand little premium. It was also unsus- 
tainable. ERF’S debts rose; output plum- 
meted; overheads swung. 

The action taken by Mr Foden then, 
underpins its survival now. 

The model range was streamlined, 
and standardised around Cummins 
engines, Eaton gearboxes and Rockwell 


axles. It retained Its own cab design and 
manufacturing - having pioneered the 
non-rusting plastic composite, rather 
than metal cab - and with the recov- 
ery of the mid-Ms reaped the benefits. 

By the time it became evident, in 
mld-1990, that the present UK sales 
slump was deadly serious ERF had 
achieved four years of sustained profit- 
ability culminating with a record pre- 
tax profit of £7.63m In 1989. 

Since then, it has been sharply down- 
hill all the way for the entire industry. 

.Even so. after 18 months of losses, 
and with the market still sliding down- 
wards, ERF managed a small profit in 
the first half of its financial year to 
September 1S9L Four months ago, Mr 
Foden was able to report that the full- 
year 1990/91 loss of £4.47m bad been cut 
to £563,000 in 1991/92. 

That is a function of a work force 
almost halved once more to around 750, 
production pared to nine trucks a day 
on only four days a week, with ERF no 
longer building for stock. 

Because ERF buys in key driveline 
components, lowering output is primar- 
ily a question of turning off the suppli- 
ers' taps - done quickly and relatively 
easily. There is little scope left for 
reducing overheads further. 

With all truck makers still bleeding, 
such considerations would still be 
almost irrelevant if ERF were highly 
geared and running out of cash 
resoures. But it Is not Gearing at mid- 
June was 17 per cent up from 6 per 


cent the previous year, and is probably 
still rising. 

But this largely reflects increased on- 
balance sheet leased assets to bring 
ERF’S £6m new product range to frui- 
tion - an ambitious project, involving 
another all-new cab, which will see the 
renewal of the range over the two years 
following the 1993 launch. 

To compensate for the UK downturn, 
ERF has been putting extra effort into 
its traditional overseas markets - larg- 
est of which is South Africa - and 
which in the past year or so have been 
accounting for about 30 per cent of unit 
sales, although trucks and bus chassis 
are mainly despatched in kit form. 

This year, however, ERF has decided 
to take the plunge into Europe, In what 
Mr Foden describes as “one of the most 
important steps ERF has taken for 
many years”. 

Two wholly-owned distribution sub- 
sidiaries have been set up, ERF France 
and ERF Espana - with a third to 
follow in Portugal - to act as liaison 
with fledgling dealer networks. 

The first truck destined for sale in 
continental Europe was shipped in mid- 
November. Final contracts with an ini- 
tial two dealerships in France and four 
In Spain were being signed at around 
the same time. 

According to Rod England. ERF's 
sales and marketing director, eight 
French dealerships, covering the main 
conurbations from Paris to Marseilles, 
should he in place by the end of the 


Profile: MERCEDES-BENZ 


AS MIGHT be expected. Germany's 
reunification has had a profound 
impact upon Mercedes-Benz, the luxury 
car and world's largest truck maker. 
Nowhere within the group's industrial 
activities have the effects been more 
keenly felt than in the commercial 
vehicles sector itself. 

Against the background of a 5 per 
cent drop in total world commercial 
vehicle output last year. Mercedes 
increased its own production by 14 per 
cent to a record 296.000 units. Its world- 
wide unit sales rose by 12 per cent. 

The value of its commercial vehicles 
sales also jumped by 14 per cent, to 
DM27.6bn, outpacing the 31 per cent 
increase in its car sales. 

However, with some other important 
world markets declining, without the 
German surge it would have been a 
different story. 

At 122,000 units, Mercedes' German 
sales of commercial vehicles were 44 
per cent higher last year than in 1990- 
Within the total, van sales rose by 42 
per cent, those of the trucks carrying 
the materials for eastern Germany’s 
reconstruction by 49 per cent 

The increases were thus a notable 
contributor to last year's 12 per cent 
rise in Mercedes' total turnover to 
DM67.1bu and the 1990-matching 
DM1.55bn net income Werner Niefer 
was able to report to shareholders in 
his final year as president and chief 
executive. 

He is to hand over to Mr Helmut 
Werner, joint chief executive, at the end 
of the year. 

If Germany underpinned Mercedes' 
performance last year, developments 
elsewhere in the world reinforced the 
value of Its sustained policy of globali- 
sation. As most other western European 
markets turned down, Mercedes' com- 
mercial vehicles sales outside Germany 
also slipped, again by 14 per cent - but 


German 

still by not enough to prevent its share 
of the over-six tonnes truck market 
increasing from 26 per cent to more 
than 31 per cent. 

There was gloom also in the North 
American market, which dropped by 19 
per cent although Mercedes' US subsid- 
iary, Freightliner, was able almost to 
maintain its own sales volume, at 22,600 
compared with 23,000 in 1990. 

Its global presence meant, however, 
that Mercedes was able to benefit from 
the steady liberalisation of the Mexican 
economy - accelerated by the North 
American Free Trade Agreement with 
the US and Canada - to the extent rtf a 
63 per cent rise in sales to 9,600. At the 
same time the loosening of Brazil's eco- 
nomic reins gave affiliate Mercedes do 
Brasil a 33 per cent commercial vehicles 
sales fillip to reach 40,700. 

No-one expected the German surge to 
last indefinitely. Nevertheless, its com- 
mercial vehicles market rose by a fur- 
ther 9 per cent in the first quarter and 
has continued strong, to the extent that 
Mr Niefer now appears to have been 
pessimistic in suggesting that total 
commercial vehicle sales this year 
would fall back from 1991 levels. Market 
analysts, DRI/McGraw Hill, for exam- 
ple, predict that by the end of this year 
van sales will have risen by another 50 
per cent. 

In contrast, Mr Niefer 1 s expressed 
hopes of a recovery in other European 
economies and markets have been only 
partially fulfilled. Even so, total sales 
and output are expected to be main- 
tained at around the levels of a year 


success 


ago. 

In Europe, in particular, and in spite 
of planned research and development 
spending of more than DM5 bn over the 
□ext few years, Mercedes no longer 
believes that putting competitive prod- 
ucts into the marketplace is enough. 

“More and more, the market is seek- 
ing combined product/service packages 
for specific transport requirements,” 
according to Mr Niefer - with actual 
ownership of commercial vehicles 
becoming less relevant 

With this in mind. Mercedes has 
launched in Germany, the UK and sev- 
eral other Continental countries a 
vehicle leasing venture, Charterway, 
with contracts based around an agreed 
transport capacity rather than specific 
vehicles. 

with the Eirigip ec market in mfo d, 
the company has also developed related 
EC service arrangements under which 
truck operators can obtain individually 
agreed, fixed-price service packages at 
any of Mercedes’ 2,400 commercial 
vehicle service outlets in Europe 
through a cashless payment system. 

These actions have been taken in the 
context of Mercedes’ conviction that 
growth in European road transport will 
continue to be extensive for the foresee- 
able future. Indeed, it is forecasting 40 
per cent growth in the volume of trans- 
port in Europe over the next decade, 
even though it already accounts for 
more than 60 per cent of goods trans- 
port in the region. 

In that belief, and working within col- 
laborative EC research programmes 


year, with five in eastern and. central 
Spain. All are independently owned, 
most with other commercial vehicle 
franchises. Once sales have become 
established, ERF plans then to turn its 
attention to Portugal, followed by the 
Benelux countries. 

Mr England says be believes ERF can 
capture around 1 per cent of Continen- 
tal Europe’s market for trucks of 16 
tonnes and over - equivalent to 
around 1,500 units annually - within 
the next two to three years. 

In' theory at least ERF's timing is 
fortuitous - it is entering the Conti- 
nental market helped by a “windfall” 
devaluation of sterling after its depar- 
ture from the ERM, although its fell 
against the franc and peseta is much 
less than against the D-Mark. 

"But it’s not helped us as much as we 
would .like", observes Mr England, 
"because markets have been turning 
down in Europe. What it does provide is 
the flexibility to counter heavy dis- 
counting by the big guys in Europe.” 

To the obvious question of why 
should any Continental truck operator 
want to buy from a small, in European 
terms, relatively unknown UK pro- 
ducer, Mr England retorts that "there 
are always people looking for some- 
thing different 

"Within any country there are people 
dissatisfied with the reduction in choice 
that has gone on as the industry has 
rationalised, such as Volvo getting 
together with Renault So we’re saying 
to people there is a choice - that we're 
a maker of high quality products that 
does things just a little differently, with 
a low cost of ownership because parts 
are cheap and the vehicles last a long 
time." 


John Griffiths 


such as Prometheus - aimed at max- 
imising traffic flows while increasing 
road safety - Mercedes' research engi- 
neers are working on a number of pro- 
grammes from collision-avoidance radar 
through to comprehensive route guid- 
ance and congestion-avoidance systems. 

"The requirement now is rather for 
integrated action on the part of all con- 
cerned - the manufacturers of the dif- 
ferent forms of transport, the logistics 
industry and also the relevant politi- 
cians," according to Mr Niefer. 

Despite the hitherto buoyant state of 
the German market. Mercedes - like 
the country's other major leading 
vehicle makers - remains increasingly 
concerned at Germany’s continually ris- 
ing production casts and the strength of 
the D-Mark. 

Partly for that reason, and in spite of 
German plants accounting : fpr. more 
than 188.000 of Mercedes’ commercial 
vehicle output last year -'Its top man- 
agement has been placing Increasing 
stress on future growth coming from 
increased sales and production from 
what is now a total of more than 50 
production and assembly plants world- 
wide, employing, when output of nearly 
580,000 cars annually is included, a total 
of more than 237,000 people. 

Nevertheless, Mercedes is continuing 
to invest In the expanded Germany: 
since February last year light trucks 
have been assembled at a plant south of 
Berlin in Ludwigsfelde, and, since Sep- 
tember, T2 vans have also been assem- 
bled there. Mercedes has, however, been 
forced to postpone indefinitely a new 
40,000-a-year truck factory in Branden- 
burg. 

The commercial vehicle product 
range itself now totals 200 track models 
in more than 2,700 different versions 
from vans to 48-tonne trucks. 

John Griffiths 


Profile: IVECO 


Declining fortunes 


WHEN the Turin automobile 
group Fiat closes its accounts 
at the end of December it will 
not be expecting a positive 
contribution from its Iveco 
industrial vehicle subsidiary. 
Iveco looks set to follow last 
year’s loss of FU99m (Jiiim) 
on sales of FlI2.244bn with 
another negative bottom line. 

Rat notes in its half-yearly 
report that Iveco 's sales vol- 
ume in 1992 has continued to 
follow the downward trend 
that began two years ago. The 
decade, which opened with 
1990s’ meagre net profit of 
F123m on sales of FUl-689bn, 
has started badly. 

Yet only three years ago the 
company was posting record 
results, closing 1989 with a 
post-tax surplus of F159lm on 
sales of FU2.426hn. The sec- 
ond half of the 1980s had seen 
good performance following 
heavy losses that had only 
been interrupted by small sur- 
pluses in 1981 and 1982. 

Senior management at Iveco, 
whose Dutch corporate nation- 
ality reflects its trans-border 
origins, point to three factors 
that have caused the sharp 
worsening In the profit and 
loss account. Essentially a 
European business, with- less 
than 12 per cent of turnover 
coming from markets outside 
western Europe, Iveco has 
been hit by "foils in produc- 
tion volumes and sales prices 
due to the market crises”. 

Last year Iveco invoiced a 
total of 122^00 vehicles, com- 
pared to 125,000 in the previ- 
ous year. Moreover, the figure 
for 1991 included sales of 6,600 
units by the Spanish Pegaso 
subsidiary which became pact 
of the Iveco Group last year. 

But the purchase of a con- 
trolling stake in Pegaso did 
not make a positive contribu- 
tion to Iveco's financial 
results. Indeed, senior man- 
agement says that it was one 
of the three factors that 
. caused the worsening recorded 
last year, the Spanish subsid- 
iary posting a loss of 
Ptal9.738bn (|173m). .. 

In the Pegaso operation, 
under which it acquired a 60 
.per cent stake from the INI 
Spanish state holding corpora- 
tion, Iveco continued the strat- 
egy of expansion by acquisi- 
tion that has been a 
characteristic. Iveco's own 
establishment in 1975 pro- 
vided the example, ; the com- 
pany being born from the 
merger between three subsid- 
iaries in Italy's Fiat Group 
(Hat Veicoli Industrial^ Lan- 
cia Veicoli Special! and OBI), 
France’s Unic and West Ger- 
many’s Magirnu 

Since then, Iveco has under- 
taken nine operations. These 
include the purchase of a 48 
per cent stake in the ordinary 
share capital of Ford’s truck 
operation in the UK in 1986, 
now called Iveco Ford Truck. 
In addition to its Spanish 
acquisition, last year Iveco 
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also subscribed the total Issue 
of preference stock made by 
Iveco Ford Truck and acquired 
the UK company Seddon 
Atkinson with Bnasa. 

In Italy Iveco has grown by 
the acquisition of coach and 
bus makers Orlandi (1977) and 
Sicca (1988), the construction 
truck manufacturer Astra 
(1986) and the fire-fighting 
vehicle maker Baribbl this 
year. An important Magirus 
activity is fire-fighting 
vehicles, and in 1987 this had 
been boosted by the acquisi- 
tion of Bachert, another west 
German company. 

While forming part of a full 
model range, fire-fighting, 
other special vehicles and 
coaches are not, however, the 
core of Iveco’s business. This 
Is tracks, where over the past 
two years it has tried to 
update its range. Indeed, the 
.third factor to which senior 
management attribute last 
year’s loss are the costs of 
introducing new models. 

Iveco's investment in the 
Euro Cargo range of light 
8-to-lO tonne vehicles was 
rewarded by the Track of the 
Year Award last year. The 
company has focused on tech- 
nological innovation to reduce 
running costs, increase reli- 
ability and improve driver 
comfort and safety. Iveco’s 
EuroCargo range offers users a 
wide choice, with six engines, 
three cab types, two wheel- 
bases, four solutions for sus- 
pension and three types of 
rear axle, 

Higher up tiie scale, Iveco 
has also been updating its 
models. Earlier this year the 
company launched the Euro- 
Tech family of- heavy-duty 
trucks. To satisfy the wide 
range of applications that 
includes municipal vehicles, 
and town and suburban deliv- 
eries as well as long-distance 
transport, Iveco's EuroTech 
offers many combinations of 
engine, chassis and cab. And 
at the other end, Iveco 
extended its Daily/Turbo Daily 
range of light commercial 
vehicles by starting produc- 
tion of new models^ 

The Daily /Turbo Daily range 
was updated in 1989 and the 
range for off-road applications 


has been updated this year. 
Senior management says that 
the investment undertaken on 
this and on the EuroCargo and 
EuroTech ranges gives Iveco a 
new combination of products 
that is unequalled. 

Over the past five years 
Iveco's investment plan has 
involved spending of FlSbn on 
fixed assets, research and 
development, training and 
new production ventures. The 
results are evident in the 
rationalisation of product 
range and the new models 
bearing the Iveco badge. 

But, notwithstanding man- 
agement claims that it has 
finally been possible to elimi- 
nate the Inefficiencies deriving 
from the many different indus- 
trial histories of Iveco's com- 
ponent companies, perhaps 
more can be expected to terms 
of plant rationalisation. At 
present Iveco's 41,300 employ- 
ees (about 24.000 in Italy) are 
spread between 21 plants (11 
in Italy). 

The company’s management 
points to the prospects of still 
fiercer competition in an 
already tough European mar- 
ket Range flexibility, product 
personalisation and quality 
are deciding factors. So also is 
cost Further rationalisation of 
production would give Iveco, 
whose sales in the first six 
months of the year were 3J5 
per cent down on January - 
June 1991, a sharper competi- 
tive edge. It would ease the 
compression on operating mar- 
gins and help in stemming 
losses. 

Seventeen years ago Iveco's 
founding members, led by 
Fiat decided that concentra- 
tion was the only viable strat- 
egy. And Iveco's creation and 
development has involved a 
rationalisation process. Per- 
haps more is to come. 

Last year a little-noticed, but 
significant, step was taken 
when Iveco Flat changed . Us 
name to Iveco. In consolidat- 
ing its single, European image, 
the Magirus, Unic, Ford Track 
and Pegaso names are proba- 
bly targets for similar treat- 
ment 

David Lane 


Anthony Robinson on the eastern European industry 


West closes the gap 


THE RECENT decision by 
Mercedes-Benz to shelve indef- 
initely plans for a DMlbn 
truck plant at Ahrensdorf in 
former east Germany under- 
lined both the high cost of 
making trucks in German 
plants and a for more cautions 
assessment of future growth iu 
the European truck market 

Bat it also sent shivers of 
apprehension wider afield, and 
especially In Czechoslovakia 
where toe German track mak- 
er’s plans to take a significant 
stake In two of Czechoslovak- 
ia's three big truck producers. 
Avia and Liaz, have still not 
been finalised. 

This is partly a reflection of 
the general delay In closing 
deals following the June elec- 
tions and pre-occupation with 
the forthcoming divorce 
between the Czech lands and 
Slovakia. Bat it also reflects 
government reluctance to 
grant the tax concessions and 
set up the tariff barriers 
sought by Mercedes to protect 
Us investment There has been 
no hint that a deal will not 
eventually be signed, bnt toe 
prospect of lower than expec- 
ted sales in both eastern and 


western Europe has certainly 
reduced the urgency. 

Mercedes announced its 
intention to take a 31 per cent 
stake in Avia, Czechoslovak- 
ia's principal manufacturer of 
small trucks, followed by a 20 
per cent stake In Liaz, the 
main producer of heavy, on- 
road tracks in January. The 
statement followed an 18- 
month competition with Ren- 
ault Vdhicules Industrials 
(RVI) for Avia, and competi- 
tion with Iveco of Italy which 
was interested In taking a 
stake in Liaz. 

Iveco subsequently turned to 
Tatra, Czechoslovakia’s 
famous producer of heavy off- 
road vehicles. But a plumed 
Iveco-Tatra link has been put 
on hold. The original plan was 
to Invest an Initial $2Gm in a 
51 per cent joint venture. 

Iveco’s Interest in Tatra is 
part of a long-term strategy to 
develop its presence in the 
heavy, off-road truck niche 
which the Italian company 
sees as an area with big 
growth potential. 

Demand for heavy duty 
vehicles suited to harsh ter- 
rains and bitter temperatures 
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is expected to rise dramatic- 
ally as the tempo of oil and 
gas exploration rises in the 
former Soviet Union. Robust 
vehicles such as these will also 
be needed once long neglected 
Infrastructure, mining and 
other resource projects get 
under way. 

The timing of such a recov- 
ery remains obscure, but it 
could be sooner rather than 
later as the privatised Russian 
economy, and other resource- 
rich republics like Kazakh- 
stan, build up a growth 
momentum and open up to for- 
eign investment 

Tatra already has an envi- 
able reputation throughout 
tiie former Soviet Union and 
recently sold more than 1,000 
vehicles to Saudi Arabia dur- 
ing the Gulf war. But Iveco 
also sought a commercial, pro- 
duction and engineering agree- 
ment with Uralmash, builders 
of the toagh Ural-5323 and 
other off-road tracks. 

The deal with Uralmash, 
based an President Boris Yelt- 
sin’s former power base of 
Yekaterinabnrg, (formerly 
Sverdlovsk) should give Iveco 
access to the Uralaz plant at 
Min**, near Chelyabinsk. This 
lMAowif a production base close 
to the Urals mining and indus- 
trial areas as well as the oil, 
gas and mineral-producing 
areas of Siberia, precisely the 
main growth markets for off- 
road trades. Under toe agree- 
ment Iveco proposes to assem- 
ble a specially -adapted “arc- 
tic” version of its Iveco-330-30 
at toe Miass plant and help to 
develop future Uralaz vehicles. 

Meanwhile. Renault, frus- 
trated in Czechoslovakia, 
shifted its focus to Poland, 
where It is exploring the pros- 
pects for assembling and prod- 
ucing trucks and delivery vans 
at the Star plant in Starac how- 
ice, south of Warsaw. 

Star, which at Its peak 
turned ont 14,000, 11-totue 
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t racks a year, was classic com- 
munist-style vertically inte- 
grated enterprise In a typical 
one-company town. It had its 
own steel works and foundry 
and dozens of inter-connected 
component and motor plants 
feeding Into the main factory. 
Its market virtually disap- 
peared overnight as state 
enterprises and its military 
customers ran oat of money. 
Private entrepreneurs, mean- 
while, opted for lighter and 
more fuel-efficient imports. 

Renault, too, is seeking tar- 
iff protection and other guar- 
antees before converting the 
plant to produce the vans and 
light vehicles now in demand. 

'Hie question of tariff protec- 
tion is becoming the deciding 
factor in the approach of 
smaller truck companies. 
Srania, for example, originally 
planned to sell trucks Into the 
eastern European market from 
Its Swedish base. Instead, in 
October, It announced a joint 
venture project with Kapena 


of Poland to assemble R113 
and RX43 models near Klupsk, 
close to toe Baltic coast 
But not only truck makers 
have been seeking to expand 
their markets. Eaton Corpora- 
tion of the US is prominent 
among western component 

manufacturers seeking future 

markets in Russia and the for- 
mer Soviet Union. 

Some, like Cummins 
engines, the world's largest 
independent diesel engine 
manufacturer, have already 
taken the plunge. Last year 
Cummins signed a long-term 
joint venture agrement, 
Kamazdisel, to produce 
engines at the Kamaz plant 
Through these, and a host of 
other joint ventures, licensing 
agreements and other ways, 
western truck makers and sup- 
pliers are starting to change 
the shape of toe industry in 
the east, and busy filling what 
was once the biggest gap in 
the emerging global market 
place. 


Phillip Hastings discusses EC deregulation plans 

Obstacles to progress 


AMBITIOUS plans to totally 
deregulate European Commu- 
nity road haulage operations 
have had a bumpy ride over 
the past couple of years. 

But while foil deregulation 
will not be achieved in time for 


Single Market at the end of 
this year, there are signs that 
the remaining obstacles to fur- 
ther progress are slowly being 
dismantled. 

“We do not yet have cabo- 
tage in the EC and they still 
have not solved -the problems 
of vehicle taxation. Neverthe- 
less, when you consider what 
has been done in the last few 
years after years and years of 
stagnation, a great deal of. 
progress has been made," says 
Mr Reg Dawson,* a leading EC 
transport consultant 

Still for from clear is the 
effect that the likely eventual 
liberalisation of EC road haul- 
age activities will have on 

future demand for commercial 
vehicles. 

On the one band, deregula- 
tion Is expected to result in 
considerable rationalisation of 
the European road haulage 
Industry, suggesting fewer cus- 
tomers for commercial vehicle 
manufacturers. Conversely, 
though, survivors of the antici- 
pated shake-out will need more 
vehicles to support their 
expanding operations. 

Crucial to the foil deregula- 
tion Of EC road haulage activi- 
ties is the issue of cabotage - 
the right of hauliers from one 
EC country to freely operate 
inside another state. 

Vehicles engaged in cabotage 
work are subject to many of 
the regulations of the state 
where the work is carried out 
But that situation is itself 
causing complications. For 
example, while the host coun- 
try’s laws apply to Issues such 
as pricing, contracts, vehicle 
weights and dimensions, work 
and rest hours, other matters 


including social security, 
vehicle registration and taxa- 
tion come under the jurisdic- 
tion of the operator's home 
country. 


Council of Ministers finally 
agreed to its introduction in a 
very limited form. Basically, 
that syst e m mak es available a 
quota of cabotage authorisa- 
tions - just under 17,000 for 
1992 - distributed among the 
member states. 

Supporters of full deregula- 
tion of the European road haul- 
age industry had hoped 'that 
initial moves on cabotage 
would lead to Its fuQ introduc- 
tion in 1993. But vested 
national interests have slowed 
down such development. 

Some EC countries, notably 
Germany and France, fear 
their domestic haulage indus- 
tries could be badly damaged 
by a sudden Influx of competi- 
tion from outside countries 
such as Spain and Greece 
where operating costs are 
lower. 

Fur that reason, Germany in 
particular has instated on link- 
ing the issue of cabotage with 
moves to harmonise hauliers’ 
costs, for example through 
vehicle and fuel taxes, 
throughout the Community, 
Germany also wants to see the 
establishment of a common 
system for tolls and road-user 
charges for heavier commercial 
vehicles. 

The German authorities 
appear to be winning the argu- 
ment over the need to harmon- 
ise haulage industry costs 
within the EC. The European 
Commission has within the 
last couple of months put for- 
ward a proposal which, if 
accepted, could mean that 
hauliers have to pay a rood tax 
for using the Community’s 
motorways from January 1994. 

The Commission claims such 


a tax, which would be based on 
the size of vehicle and the time 
spent cm the road, would allow 
member states to recoup some 
of the costs of building and 
maintaining road infrastruc- 
tures. 

The most recent meeting of 
EC transport ministers is Octo- 
ber made some further prog- 
ress on harmonising road 
taxes. However, the Commis- 
sion's published proposals do 
not suggest any mini-miim or 
maximum charges. Instead, 
Individual member states 
would set their own tax levels. 

That absence of a standard 
tax figure, it is feared, could 
lead to continuing disputes 
between countries such as Ger- 
many. which want to set 
higher charges, and poorer 
member states who fear that 
implementing such taxes 
would badly damage their 
industries. 

Meanwhile, pressure is grow- 
ing on EC ministers to reach 
agreement on the subject of 
cabotage. Specifically, time is 
r unning out on a controversial 
European Court ruling that- if 
the ministers fofl to agree , a 
timetable for foil cabotage by 
the end of this year, there 
must be complete cabotage 
freedom from 1993. Detailed 
proposals on the subject are 
expected to be ready for discus- 
sion at the next European 
Council meeting in early 
December. 

Having had a deregulated 
road haulage industry for some 
20 yeara, toe UK Is one of toe 
countries most in favour of 
deregulating and harmonising 
operations throughout the EC. 

However, the UK remains 
out of step with the rest of the 
Com mu nity on the subject of 
vehicle weights. While other 
EC countries allow trucks of 40 
or even 44 tonnes on their 
roads, the UK has a limit of 38 
tonnes and a derogation to con- 
tinue with that limit until 1999. 


the formal creation of the EC 


The establishment of EG cab- 
otage made little progress until 
mid-1990 when the European 
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Karen Zagor assesses the US industry after the worst year for truck sales since 1983 

Signs of the long-awaited recovery 


AFTER several years of -hoping 
in vain for a reversal of slump* 
ing sales, there are signs of the 
long-awaited recovery in the 
US heavy track industry. 

Demand for class ' eight 
vehicles was surprisingly 
strong through the first hair of 
this year, with truck sales for 
Paccar, Navistar, General 
Motors and Ford at their high- 
est levels in three years and 
overall new truck orders com- 
ing in at an annual rate of 
more than 120.000 units. This 
compares with a decline of 223 
per cent in sales of class 8 
vehicles for the first nine 
months of last year, indeed. 
1991 was the worst year for 
heavy .truck sales since 1983, 


with only 98,730 units sold. 

One reason for the improve- 
ment, accor ding to Runzheimer 
International, a company 
which tracks the transporta- 
tion industry, is that fleet man- 
agers are trying to reduce 
maintenance costs by replacing 
trucks at shorter time and 
mileage intervals. 

Heavy truck sales are expec- 
ted to receive- a further boost 
in the next few years from the 
Intennodel Surface Transporta- 
tion Efficacy Act to modernise 
US highways, which Is expec- 
ted to stimulate the weak con- 
struction market. 

The sector is also starting to 
benefit from the 1990 Clean Air 
Act, which calls for tighter 



Navtetar'B newest 9200 heavy truck model 
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emissions standards by 1994. 
Fleets have started to replace 
older vehicles with more mod- 
ern t racks which comply with 
the new standards. 

While the Clean Air Act 
should stimulate sales even 
[hither next year, it is not 

expected to be a panacea for all 
the industry's problems. 
Tnrigeri. the Impact of the Clean 
Air Act may be less dramatic 
than initially expected because 
engine maters can now do in- 
cylinder modifications which 
are leas expensive than replac- 
ing entire vehicles. 

The US heavy truck industry 
continues to be plagued by 
over-capacity, with manufac- 
turing capacity estimated at 
more than twice the rate of 
sales. This excess is the legacy 
of the 1980s when it was 
believed that retail sales in the 
US would never slip below the 
100,000 level and projections 
called for annual sales ranging 
from 125,000 to 135,000 vehicles. 

Competition among heavy 
truck makers also remains 
fierce, in a sector where six 
players control between 9 to 30 
per cent of the market 

Navistar is still the biggest 
player in the North Ame ri can 
market, with a combined mar- 
ket share of 29.3 per cent for 
heavy and medium trucks. 

fn spite of its commanding 


market share, Navistar is 
struggling to survive. The com- 
pany has not posted an ammgi 
profit since 1989, and it is 
expected to remain in the red 
this year, with a nine-month 
net loss of 8182m, or 81 cents a 
share, Including special 
charges of 889m. 

Navistar’s vertical integra- 
tion, and the resulting high 

The sector is starting 
to benefit from the 1990 
Clean Air Act 


fixed costs have contributed to 
the company's woes, but its 
main problem stems from steep 
medical benefits for retired for- 
mer workers. The company, 
which left the farm equipment 
business years ago, is In the 
middle of a legal battle over 
the healthcare benefits it is 
still paying former Interna- 
tional Harvester employees. 

Both the company and the 
United Auto Workers’ Union, 
which represents the former 
employees, have said they hope 
to reach an agreement by eariy 
December, but there are no 
guarantees of success and a 
protracted legal battle could 
drive Navistar into bank- 
ruptcy.. 

The picture is less bleak at 


Mack Trucks, a wholly-owned 
subsidiary of France’s Renault 
Vehicules Industrie^ (RVI), 
which accounts for about n 
per cent of the North American 
market. Mack has undergone 
an overhaul since Renault 
acquired full control of the 
company in October 1990 and 
Renault recently said Mack 
was seeing a revival in demand 
in North America. 

Paccar, with about 21.4 per 
cent of the class eight market, 
remains one of the strongest 
players in the North American 
heavy truck market thanks 
partly to the quality and 
dependableness of its heavy 
trucks. The company, which 
wmiaw Peterldlt and Kenworth 
trucks, saw third quarter prof- 
its rise 7 per cent to 8183m, or 
54 cents a share, on revenues 
which grew 19 per cent to 
$683 .6m and its full-year earn- 
ings axe expected to exceed 
1991's figures: 

But it is the light truck seg- 
ment that remains the bright 
spot of both the US truck and 
car industries. At a time when 
new car sales are expected to 
be static, fourth quarter pro- 
duction of pickup trucks, mint 
vans and sports utilities is 
expected to jump nearly 19 per 
cent to LQ5m. 

The so-called “baby boom" 
generation can take credit for 


the surge in light truck sales 
by choosing to use utility 
vehicles and vans as family 
cars instead of the traditional 
station wagon. 

Ford has benefited from the 
popularity of its Explorer sport 
utility and Chrysler has gained 
from the strong sales of its 
minivans, which are officially 
classified as trucks although 
they are mainly used as cars. 

The pickup truck segment 
now accounts for close to 48 
per cent of the light truck mar- 
ket. with sales expected to 
reach 23m this year. 

US manufacturers now face 

their biggest challenge in the 
fUU-size pickup sector. In con- 
trast with the compact truck 
market, which was largely 
developed by Japanese manu- 
facturers. the big three US 
vehicle makers have always 
controlled the full-size pickup 
sector. Ford and Chevrolet's 
full-size pickups are the best 
selling vehicles of any type in 
the US. 

Toyota, which has been 
eying the full-size pickup mar- 
ket since the mid-1980s, is 
finally moving into the arena 
this year. In an attempt to fore- 
stall anti-Japanese sentiment, 
the new Toyota pickup is 
slightly shorter than the Ford 
models and baa a V-6 engine 
Instead of the more powerful 
V-8 engine found in most full- 
size pickups. Toyota will have 
to contend with the more con- 
servative nature of US pickup 
truck drivers, but in the long 
term it will probably put pres- 
sure on US producers in this 
extremely important sector. 
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One-time jewel 
in the crown 
shows up flaws 


rogres: 


LEGENDARY financier J.P. 
Morgan would certainly blink 
if he saw the balance sheet of 
Navistar International, a 
slimmed-down version of the 
former International Har- 
vester, once a jewel in Mor- 
gan's turn-of-the-century cor- 
porate empire. The company, 
having eluded bankruptcy in 
the mid-1980s, 1$ once again on 
the financial brink. 

Battling five-year cumula- 
tive losses, Navistar sold off 
the Harvester name and its 
prestigious line of agricultural 
machinery in 198S. The ambi- 
tious restructuring saved it 
from bankruptcy; and its sur- 
viving core businesses of 
heavy- and medium-weight 
truck and engine manufactur- 
ing were projected to carry it 
to solvency. 

However, seven years after 
the overhaul, the company is 
still dogged by losses and Is 

The core of Navistar’s 
financial difficulties do 
not rest with Its 
day-to-day operations, 
which are in fine shape 

locked in negotiations with 
the United Autoworkers* 
Union over benefits for retired 
employees that it contends 
could push It into bankruptcy. 
Chicago-based - Navistar 
reported its eighth consecutive 
quarterly loss last month, an 
outflow of 850m, or 13 cents 
per share, on sales of 8920m. 

With a whopping 251m 
shares outstanding, those sales 
translate Into little more than 
83V* for each shore. Navistar’s 
stock has sot traded over 85 
since 1988, and Is now about 
S2 a share. 

The core of Navistar’s finan- 
cial difficulties do not rest 
with its day-today operations, 
which analysts agree are in 
fine shape. The class eight 
heavy truck market, of which 
Navistar holds a 20 par pent 
market share, is pulling out of 
recession with gusto, and Is 
projected to grow by about 
20.000 units in 1993. Heavy 
truck assembly comprises 
about 40 per cent of Navistar’s 
business. 

Hie medium-truck market Is 
still fiat, with 1993 indnstry 
sales projected at about 95,000 
units. Navistar commands 
about 30 per emit of that mar- 
ket, which reprerents about 40 
per cent of its business. 
Included In the medium truck 
class is Navistar’s school bus 
chassis busin e ss. Navistar pro- 
duces two thirds of all the 
school bus chassis manufac- 
tured in North America. How- 
ever, the sector has been 
dented by recalls and weak- 
ness in municipal budgets, and 
is expected to recover more 
slowly from the recession than 
other track Dues. 

Sales of Navistar’s track 
engines have Increased 
steadily, and have benefited 
from a recent Mexican expan- 
sion. and a 8100m a year com- 
mitment to production 
research and development 

The development pro- 
gramme has kept Navistar’i 
track engines in the forefront 
in terms of fuel consumption 


and emissions controls, as well 
as in production efficiency. 
“Navistar has good products, 
and their engine technology is 
as good as anyone’s,” says 
Robert McCarthy, a securities 
analyst with Chicago-based 
Duff and Phelps. *Tn terms of 
the products they present to 
the marketplace, they are 
extremely competitive.” 

However, 'decisions during 
the 1986 restructuring are 
bleeding red ink on to Navis- 
tar’s bottom line. To trade off 
its Mg In ter n ational Har vester 
units, executives agreed to 
have Navistar retain responsi- 
bility for all of International’s 
former workers’ retirement 
and health benefits. As health- 
care costs have escalated in 
the US, the company has been 
swamped with pension bills 
and related costs. The pension 
burdens increase operating 
costs by about 8150m a year - 
costs not shared by its compet- 
itors. 

Securities analysts say that 
sum, ploughed back into 
Income, would equate to 50 
cents a share each year. 

In Its pared-down condition, 
Navistar supports ' three 
retired workers for each of its 
active workers. A decade of 
downscaling has reduced the 
company’s workforce to 
13,000, from 100,000 in 1980. 

The realities of that ratio 
have caused John Horne, 
Navistar’s president, and 
James Cutting, the firm’s chief 
financial officer, to seek to 
reduce the level of health care 
and other benefits it provides 
to former workers. By asking 
employees and retired workers 
to contribute some of their 
healthcare costs, they expect 
to achieve annuel savings of 
about 890m. 

The alternative, they have 
in court fifi ng* , is bank- 
ruptcy, and the loss of the 
company’s remaining jobs as 
well as retired workers’ pen- 
sion benefits. 

While declining to comment 
directly an the case, Mr Cot- 
ting noted that to remain com- 
petitive, a pfttwpauy must focus 
on productivity. *Tf you’re not 
servicing your customers or 
supporting your people who 
do. yoe simply can’t afford to 
be in Madness any more,” he 
said. 

When first proposed in July, 
the reduced benefits were 
strongly opposed by unions 
representing Navistar’s work- 
force. However, by October the 
powerful United Auto Work- 
ers’ Union had agreed to nego- 
tiate, with both sides aiming 
for a resolution by early 
December. The union has also 
agreed to open the terms at its 
master contract for existing 
employees. 

Mr John McGinty, securities 
analyst for the Investment 
firm First Boston, sees the 
talks as a potential landmark. 
If Navistar is successful In 
obtaining union concessions 
on healthcare and pension 
Issues, the repercussions 
would reach far beyond its 
own workforce, and deeply 
influence contract negotia- 
tions for autoworkers In 
Detroit next year, he said. 

Laurie Morse 
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Alan Bunting looks ahead at the 
development of new products 




An exhausting 
programme of 
technology 



JAPAN 




Sales bubble of the 
1980s bursts 


ENVIRONMENTAL legislation 
has become the most powerful 
influence on truck technology 
and will remain so. through to 
the year 2000 and beyond. Tbe 
challenge for manufacturers is 
one of complying with progres- 
siveiy-tougher exhaust emis- 
sion and noise limits, while 
remaining competitive on 
vehicle cost, fuel consumption 
and performance. 

Though environmentalists 
might argue otherwise, making 
trucks quieter and cleaner does 
little or nothing to enhance 
their appeal in the eyes of 
today's recess ion- battered 
transport operator, whose con- 
cerns are more than ever cen- 
tred on costs and vehicle pro- 
ductivity. 

If truck operators lived in a 
world where fuel consumption, 
vehicle price and payload (car- 
rying capacity) were of no con- 
sequence, then cutting noxious 
emissions to the levels being 
demanded under so-called Euro 
2 and 2 legislation in 1996 and 
1998/9 would be simple. 

But new technology is 
needed to clean up the diesel 
engine without incurring those 
penalties. Oxides of nitrogen 
(NOx) and particulates are the 
two most critical noxious 
exhaust constituents subject to 
Legal limits. At present, moves 
to reduce NOx lead to heavier 
fuel consumption and/or 
reduced engine power. 

At tbe same time, formation 
of particulates (visible as black 
exhaust smoke) is increased. 
They can be readily removed 
from the exhaust using a filter, 
albeit a heavy, bulky and 
expensive unit, in which the 
deposits are periodically 
burned off harmlessly at high 
temperature. 

But diesel technology is mov- 
ing ahead at such a pace that 
many manufacturers expect by 
the end of the decade to be 
offering engines which need no 
aftertreatment (exhaust filters 
or catalytic converters) to meet 
even Euro 3 emissions legisla- 
tion. 


And those tum-of-the-century 
engines will match the perfor- 
mance and [uel efficiency of 
today’s diesels. 

In the forefront of such 
development are the American 
company Cummins, which 
builds engines in the (IK. and 
Scania or Sweden. They have 
joined forces to develop an all- 
new diesel fuel system called 
HPI (standing for high pres- 
sure injection). It will raise 
peak injection pressures, from 
today’s typical 1300 bar, to 1700 
or even 2000bar (30,000psi). 
With HPI, injection will start 
later in the cycle and finish 
earlier, enabling both NOx and 
particulates to be reduced. 

Using the established Ameri- 
can principle of mechanically- 
actuated injectors, HPI will fea- 
ture a new method of elec- 
tronic injection control, 
designed to overcome the leak- 
age and fojector bursting prob- 
lems which would otherwise 
result from such ultra-high 
fuel pressures. 

• Meanwhile, Mercedes-Benz is 
involved in a parallel fuel sys- 
tem research collaboration 
with another US engine maker, 
Detroit Diesel. Less radical 
technology will be applied than 
in HPI; further refinement of 
Detroit’s present DDEC elec- 
tronically-controlled injectors 
is the most likely path of devel- 
opment 

In the wake of the agreement 
with Mercedes, Robert Bosch, 
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Tum-of-the-century 
engines will match the 
performance of today’s 
diesels 


Europe’s near monopolistic die- 
sel fuel system supplier, has 
taken a 49 per cent stake in 
Detroit Diesel's research com- 
pany. 

Nevertheless, Bosch's own 
German-based research and 
development programmes con- 
tinue, with emission law com- 
pliance central to them. 


Meanwhile, traditional Euro- 
pean diesel fuel-injection 
systems, in which the injector 
is opened hydraulically, con- 
tinue to be developed. For die- 
sel makers wanting to meet 
Euro 2 emission laws, without 
the virtually total engine rede- 
sign needed to accommodate 
HPI or DDEC, Bosch will be 
supplying its new RP 39/43 
sleeved-element pumps which 
feature electronic control of 
injection timing and fuel 
metering (quantity). 

Constrained by an inherent 
injection pressure limit of 
about 1300bar, their installa- 
tion will mean, for the same 
low emission levels, say the 
proponents of HPlx, a greater 
fuel thirst On one trend all 
truck and bus builders agree: 
more electronics are inevitable 
and not jnst on engines. 

Interactive electronic con- 
nections between the engine, 


semi- or fully-automated gear- 
change systems, and anti-skid 
and anti-wheeispin systems are 
already the subject of exten- 
sive road trials. Safety as well 
as vehicle operating efficiency 
are driving such developments, 
as commercial vehicle manu- 
facturers struggle to endow 


On one trend all truck 
and bus builders agree: 
more electronics are 
Inevitable 


their products with a more pos- 
itive image in the eyes of a 
hostile public. 

Electronic control of com- 
pressed air-powered truck 
brake systems has been under 
active development for nearly 
a decade. It promises higher 
safety standards, specifically 
on the - longest trucks and 


buses, where the compressibil- 
ity of the air in pipes r unning 
from the driver’s brake pedal 
to actuators on the rearmost 
axle create a built-in delay. A 
"brake by wire” system can 
eliminate that piping, each 
brake actuator being fed via an 
adjacent air reservoir and sole- 
noid valve. 

Unfortunately, progress is 
Inhibited by the need for both 
halves of articulated tractor- 
trailer combinations to be 
equipped for electronic brak- 
ing. In a big fleet that hampers 
interchangeability and hence 
operational flexibility. 

Given most truck operators' 
conservative, even sceptical, 
view of electronics - espe- 
cially the thought of them 
applied to often neglected and 
abused trailers - it is baldly 
surprising that "braking by 
wire” has been greeted less 
than enthusiastically. 


John Griffiths examines tougher regulations on emissions and noise 


Quieter and cleaner roads ahead 


BELATEDLY, Europe has 
begun to follow North America 
along the road to a quieter and 
less polluting truck and bus 
population for the 1990s. 

It is doing so because of an 
EC directive issued last year 
reducing the amounts of gas- 
eous and particulate pollutants 
commercial vehicles over 3.5 
tonnes may emit 

Because noise is also 
regarded as an environmental 
pollutant, further legislation 
means that heavy commercial 
vehicles are destined to 
become quieter as well. 

New models of trucks pro- 
duced since July 1 this year 
have had to emit fewer exhaust 
pollutants than their predeces- 
sors. 

From October l next year all 
new trucks produced, even 
those designed and developed 
before the legislation was 
drawn up, will have to comply 
with the tighter rules. 


These changes, however, repre- 
sent only stage one of a two- 
stage process and can be com- 
piled with relatively easily by 
truck makers because they are 
based on Brussels's assess- 
ments of short-term environ- 
mental gains achievable from 


per test, to be introduced in 
the second stage, will see 
Europe's standards for truck 
exhaust emissions brought Into 
line with those due to become 
applicable to trucks in North 
America for the 1994 model 
year.These will be the strictest 


US emission limits for heavy duty vehicles* 


Cartoon monoxide 
Hydrocarbons 
Nitrogen oxides 
Particulates 


1987 

1988 

1991 

1994 

15.5 

15.5 

15.5 

15.5 

18 

1.3 

1.3 

1.3 

10.7 

8.0 

5.0 

5.0 

- 

0.8 

0.25 

0.1 
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readily available technology. 

A much bigger problem is 
stage two, which will apply to 
all new models of diesel trucks 
from October 1, 1995, and to all 
production one year later. 

The emissions limits, in 
terms of grammes of pollutants 


rules in the world. The stan- 
dards will also bring the EC 
into line with Switzerland and 
Austria. 

They are unlikely to be quite 
so effective in EC countries, 
however, because EC ministers 
have not yet agreed to revise 
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the driving test cycle on which 
exhaust emissions limits are 
based. 

The US “transient" test cycle 
is more stringent than the low- 
speed test cycle used to set EC 
standards and more accurately 
reflects modem day driving 
conditions. 

The UK. often in the past 
seen as a laggard on vehicle 
exhaust emissions, pressed 
unsuccessfully for a revised 
cycle to be incorporated in the 
upcoming EC standards. But at 
least a proposal to introduce 
the transient test is now on the 
agenda for discussion of yet 
tighter EC emissions standards 
intended to be introduced for 
trucks in 1999. 

The 1995/96 standards aim 
roughly to halve pollution 
caused by large diesel trucks 
and buses by reducing emis- 
sions of carbon monoxide, 
nitrogen oxides, gaseous or 
“unbumt” hydrocarbons and 
solid particles of burned fuel 

The main targets of the legis- 
lation are acid rain-causing 
oxides of nitrogen and the par- 
ticulates, which some research 
Indicates are carcinogenic. 

As part of the 1991 EC direc- 
tive, there are also new lower 
limits on particulate emissions 
specifically due to be applied to 
new trucks from January 1 
next year; however, the limits 
are not regarded as sufficiently 
tough to require particulate 
traps. 

The 1995/6 standards are 
likely to require substantial 
changes to truck diesel engine 
technology if they are to be 


particulates. Of necessity, the 
1996 legislation will also lead 
directly to the introduction of 
improved quality diesel fuels, 
which under another draft EC 
directive must have its sulphur 
content reduced to meet the 
lower limits on particulate 
emissions. Sulphur is the main 
culprit in the generation of 
particulates. 

But the US itself is not 
standing still 

The US industry has already 
achieved a strong research and 
development momentum from 
a tightening of US standards 
which took effect in 1991 and 
which cut the permissible NOx 
level to the present 5 grammes 
from 6. They were able to meet 
the tighter standard by rede- 
signing engine combustion 
chambers and pistons. 

Federal legislators now 


JAPANESE truck makers, hit 
by the downturn in the coun- 
try’s economy, are now hoping 
the government’s public works 
programme will prop up 
demand. The cut in capital 
spending by Japanese compa- 
nies has caused truck sales to 
plummet, and the end of the 
construction boom has added 
to the gloom. 

Purchases of highly-priced 
products have been cut 
sharply, and sales in medium 
and large trucks have been the 
hardest hit in. tbe vehicle mar- 
ket The lengthy life span of 
commercial vehicles is also 
hampering demand growth. 

The 4 per cent decline in cor- 
porate capital expenditure for 
the present fiscal year is hurt- 
ing truck sales. Large truck 
sales for the first 10 months of 
this year have fallen 20.3 per 
cent to 129,707 units from the 
previous year. For the full 
year, sales are expected to be 
about 150,000 units, down 
sharply from the peak of 
193,775 in 1990. 

Profits for the truck makers 
have been hit accordingly. 
Hino, the industry leader, with 
about 30 per cent of market 
share, said net profits for the 
first six months to September 
plunged 66.8 per cent to 
Y1.64bn. Nissan Diesel fared 
worse, posting a net loss of 
Yll9m. 

In the boom years of the late 
1980s, the sharp rise In demand 
from construction, real estate, 
and trucking drove up sales for 
truck makers. However, the 
construction industry is likely 
to see more than a 10 per cent 
fall in orders for the present 
fiscal year, and the transporta- 
tion industry is also experienc- 
ing a slowing in demand. 

Hino, however, says it 
expects the government’s pub- 
lic works spending programme, 
which is part of the emergency 
economic . package, to boost 
sales. Last August, the Japa- 
nese government announced a 
Y10,700bn emergency spending 
package to support the falter- 
ing economy, the bulk of which 
is to be spent on public works. 
Hino says that the public 
works programme will increase 
demand by soma 20.000 units 
for the industry next year. 

Mr Jonathan Dobson, motor 
Industry analyst at brokers 
Jardine Fleming in Tokyo, has 
his doubts. He says an increase 
in public works spending will 
not necessarily mean new 
demand from construction 
companies, since the life cycle 
of a truck is about 10 years. 
“There were lots of trucks 
bought during the bubble, and 
companies wifi bring those into 


Japanese motor vehicle production 



Units 

% change* 

Units 

% change’ 

1982 

3.783^18 

-7.8 

66.990 

-34.9 

1963 

&903.S23 

3.2 

55.948 

-16.5 

1984 

4,319,538 

10.6 

72.209 

29.1 

1985 

4,544,688 

5.2 

79.591 

105 

1986 

4.407.668 

-3.0 

42,342 

-46.8 

1887 

4,308,100 

-22 

49.987 

18.1 

1988 

4.443,894 

32 

37,413 

14.9 

1989 

3,931.255 

-11.5 

42,074 

26.7 

1990 

3,498439 

— 11.0 

40.185 

-4.5 

1991 

3.447.914 

-1.4 

44,449 

10.6 
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Japanese new motor vehicle registrations* 



Units 

% change* 

Units 

% change* 

1962 

2.201,386 

-1.8 

21.793 

-4.8 

1983 

2.226,390 

1.1 

20.310 

-6.8 

1984 

2,320,938 

4.2 

20.267 

-0.2 

1985 

2,431,178 

4.7 

21.573 

6.4 

1986 

2,540,174 

4 JS 

21,617 

0.2 

1987 

2.721.681 

7.1 

22,018 

1.9 

1988 

24380,103 

9.5 

23.542 

6.9 

1989 

2.629,384 

-5.1 

23,530 

-0.1 

1990 

2,649,909 

— 6L3 

24.925 

-5.9 

1991 

2.632.730 

-0.6 

23.796 

-4.5 
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use rather than buy new ones." 

Additionally, most of the 
trucks are operated by non- 
construction-related private 
companies. And since 70 per 
cent of vehicles engaged in 
construction-related operations 
work for the private sector, 
which is not expected to 
recover for another few years, 
the truck companies projec- 
tions may be over-optimistic. 

Shin Maywa Industries, a 
leading maker of speciality 
vehicles, such as dump trucks, 


Truck makers have 
turned to overseas 
markets, especially in 
south-east Asia 


concrete mixers, and tank lor- 
ries, says although public 
works projects are definitely a 
positive indicator, the effects 
will take some time to filter 
through. “We probably won't 
feel the impact this fiscal 
year," says Shin Maywa. 

Meanwhile, truck makers 
have turned to overseas mar- 
kets, especially in south-east 
Asia and the Middle East Hino 
saw a 52 per cent rise in 
exports for the first half espe- 
cially in T haila nd , Taiwan and 
Indonesia, while Mitsubishi 
Motors said exports grew 23.1 
per cent due to strong demand 
from Saudi Arabia and Iran. 

With the anti-inflationary 
policies through high interest 
rates eased in Thailand and 
Indonesia, truck makers 


believe the fall In demand from 
south-east Asia has bottomed 
out. The reconstruction of 
Kuwait is also contributing to 
the rise in exports. 

However, the rise in exports 
has not been able to compen- 
sate for the fall in domestic 
sales. While increases in 
exports to China, India and 
Pakistan may hold potential 
business opportunities in the 
longer run, truck makers 
admit in the short term, profits 
will not be covered simply by 
exports. 

The environmental issue Is 
also pressuring profits, as the 
series of government regula- 
tions over gas emission of 
trucks planned to start in 1994 
is forcing companies to 
increase spending on research 
and development. 

Most truck companies agree 
that times are hard, and many, 
including Hino. are looking to 
diversify into other industries. 
Mr Koji Endo, analyst at SG 
Warburg Securities in Tokyo, 
says while the government's 
public works spending will pro- 
vide underlying support, the 
industry may not see a folly- 
fledged recovery until 1996. 

One bright spot for commer- 
cial vehicles may be connected 
to the environmental theme. 
The surge in the country's gar- 
bage waste has pushed up 
demand for garbage trucks. 
Shin Maywa says sales over 
the next few years are expected 
to rise by a stable 5 per cent 
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Federal legislators now 
envisage reducing 
pollutant levels further 
from May 1998 


From October 1 next 
year all new trucks will 
have to comply with the 
tighter rules 
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met 

According to Ricardo Group, 
the UK-based engineering con- 
sultancy which works on 
engine projects for most 
vehicle makers world wide, the 
US 1994 standards continue to 
represent "one of the greatest 
challenges facing the truck 
industry". 

To meet them, truck manu- 
facturers and the leading inde- 
pendent engine producers such 
as Cummins Engine are having 
to resort to advanced technol- 
ogy such as multi-valve cylin- 
der heads, a variety of elec- 
tronic control systems, exhaust 
catalysts and “traps" to cap- 
ture and subsequently bum off 


envisage reducing permitted 
pollutant levels further from 
May 1998. 

California, always the first to 
tighten the environmental 
screw, plans to demand such a 
cut four years earlier. 

Trucks with a gross weight 
of up to 26.0961b are targeted to 
reduce emissions by 50 per 
cent from a 1994 baseline, and 
by 30 to 50 per cent if it can be 
shown that a higher reduction 
is not technically achievable, 
according to the Motor Vehicle 
Manufacturers’ Association. 
Part of the solution may lie in 
the use of alternative fuels 
such as methanol, which are 
already undergoing fleet test 

programmes. 

The US industry, in conjunc- 
tion with the Southwest 
Research Institute, has now 
launched an international co- 
operative industry research 
programme aimed at meeting ! 
likely end-of-century stan- i 
dards. 

The Clean Heavy-Duty Diesel 
Engine programme aims for a 
2-gramme NOx limit, 0.1 
grammes of particulates and 
0.5 grammes of hydrocarbons 
per brake horsepower hour. 

Leading engine manufactur- 
ers taking part include Cater- 
pillar and Navistar of the US, 
Hino, Isuzu, Mitsubishi and 
Nissan Diesel of Japan, and 
Volvo of Sweden, and the pro- 
gramme will run until 1995. 


HINO MOTORS, Japan’s 
leading truck maker, is earn- 
ing money. 

However, its net profits for 
the year to March 1992 fell 
41.1 per cent to Y7^5bn. and 
in tbe first half of the current 
year profits slipped again by 
66J) per cent to Y1.64bn. 

As a 0.5 per cent return on 
Y307J2bn of sales, profits are 
dismal. Yet with rival makers 
Isuzu and Nissan Diesel both 
in the red, Hino is in relative 
terms roaring through Japan’s 
industrial recession. 

What is helping Hino 
through hard times are the 
decades during which Hino 
carefully cultivated markets 
throughout the rest of Asm, 
where unlike Japan, North 
America, and Europe, most, 
economies. are still thriving./ 
Asia ta$a$~ scene 60 per 'cent of 
Hino’s; exports and the com- 
parative sales figures for 
Japan and 'the rest of the 
world are striking. 

. * Hino’s sales of medium- and 
large-scale tracks at home fell 
from 28,511 units In the first 
hail of the test fiscal year io 
20,030 thfc-' year, and Hino 
expects a Ida year decline of 
24 per centXBevalue of sales 
in the first half, was off by 24 
per cent to Y81.73hn. 

Yet overseas was a different 
story. Exports of medium and 
large tracks, rose from 10,065 
units to 13,011, with most of 
the increase In the more costly 
heavy trucks. As a result 
export revenues from these 
products me by 52 per cent to 
Y40.69bn. 

The stunning rise in export 
sales was in the end not 
enough to compensate for the 
slackening of the Japanese 
market, and total sales were 
down .by 2.5 per cent Yet Hin- 
o’r strong export business has 
provided it with an invaluable 
cushion against the recession, 
and has allowed It to keep Its 


assembly plants working more 
or less at foil capacity. 

Hino has taken some steps 
to trim costs. It is, for exam- 
ple, trying in three years to 
reduce by 30 per cent the 3,000 
different vehicle types that it 
now offers to its customers. 
Yet It has not been forced, like 
some other leading manufac- 
turers, to cat back drastically 
on part-time labour, or to cat 
directors’ salaries. 

In the first half of the year, 
track sales to Taiwan rose by 
903 per cent to 4.062 units 
both because of the buoyancy 
of tiw economy, and because 
the government introduced 
regulations to prevent over- 
loading vehicles, forcing fleet 
operators to enlarge vehicles 
. fleets to maintain Capacity. 
.Sales to Thailand shot up by 
42.4 per cent; to Hong Kong 
85.fi per cent, while sales to 
Chfoa .more than doubled. 

Perhaps even more impor- 
tant, the outlook for economic 
growth in the Aslan region - 
as opposed to most of the 
developed world and the for- 
mer Soviet bloc r continues to 
look very'strotig. Hino is cfoing 
business in the right place. 
and r pan took forward to con- 
tmnedbuoyant , £?fiport sales. 

•: unlikely 

for U/fong tinfe/tf provide the 
kind of growth' seen in the late 
19$0s. Yet there are some 
favourable sign & The govern- 
mqnt ;.in late August 
announced a Yiojoobn pack- 
age 1 of emergency: economic 
measures aimed; at boosting 
the economy, and modi of this 
money will * be spent to 
increase public works spend- 
ing, including construction. 

Hino estimates tbe package 
will increase demand for 
trucks by some 5,000 anils this 
fiscal year. The impact next 
year could be larger. 

Hino has also been holding 
its own domestically. Its 29.3 


per cent share of the domestic 
market was nearly unchanged 
from last year, with the share 
of large bucks up 2.4 percent- 
age points to 31.9 per cent 
while medium, trucks were 
down by 1.8 percentage points 
to 27.3 per cent The rise in the 
market share for large trucks 
was partially the result of a 
foil model change in Hay. 

Hino’s business Is also 
underpinned by a close rela- 
tionship to Toyota, Japan's 
largest and financially stron- 
gest car maker. Toyota is Hin- 
o’s largest shareholder with an 
1L2 per cent stake, and in the 
first half of the year consigned 
production of 178,720 vehicles, 
worth Y122.6bn, to Hino. Hin- 
o’s production of Tercel, 
Corsa, and Corolla H models 
were down, but production of 
H i l u x , the small co mm ercial 
vehicle, rose. 

In spite of an underlying 
strong business, however, 
Hino profits have suffered for 
fundamentally the same rea- 
sons that profits have fallen in 
Japanese industry. For one, 
Hino’s capital Investment 
nearly doubled in two years to 
peak at Y42.1bbn last year. 

Although this year It Is bud- 
geted to drop to Y38bn, Hinn is 
paying heavy depreciation 
charges on earlier Investments 
at a time when sales, and, 
therefore, prices, are slack. 

Hino is also paying sharply 
higher distribution costs, and 
wages have also gone up slg- 
nl/lcantiy. Lower Interest 
income, and sharply higher 
interest payments on bonds 
has also undermined non-oper- 
ating profits. 

As a result, in spite of 
underlying strong business 
mid no real financial difficul- 
ties, Hino will have to wait to 
see any significant improve- 
ment in financia l performance. 
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■ How industrial 
diversity has brought 
success: see page. 2 


EASTERN FRANCE 


■ Incentives attract a 
wave of investment: 
see pages 3 and 4 


SECTION IV 


Monday November 23 1992 


The three eastern, regions of 
Champagne-Ardenne, Lorraine and 
Alsace illustrate in vivid microcosm 
the challenges and opportunities 
facing modern France, reports 
William Dawkins 

A cultural 
melting pot 


GROUPING together 5.2m 
inhabitants, more than the 
entire population of Denmark, 
the three eastern regions of 
France are getting to grips in 
their different ways with the 
competitive challenges thrown 
up by the country’s central 
role in Europe. The big issues 
facing eastern France today 
are as diverse as its geography, 
which stretches from the fer- 
tile hills of Champagne, 
through the remote forests of 
Les Vosges mountains to the 
industrialised Rhine valley. 

They include the problems 
faced by the huge cereals 
farms of the Marne as the 
reforms of the European com- 
mon agricultural policy begin 
to bite; the impact of recession 
on the champagne industry; 
Lorraine's attempts to modern- 
ise its industrial base after 
heavy Job losses in its steel, 
coal and textiles industries and 
Alsace's bid to forge closer 
links with its German regional 
neighbours on the east bank of 
the Rhine, as this pivotal 
region exerts increasing auton- 
omy from Paris. 

These challenges do, how- 
ever, have one thing in com- 
mon. They are all linked in one 
way or another with the obliga- 
tions and opportunities thrown 
up by European Community 
membership, an issue which 
runs especially deep in a part 
of France that provides the 
physical and cultural link with 
northern and central Europe. 

“We are at a crossroads, not 
just of motorways but of cul- 
tures ... we are no longer at a 
frontier. We are in front of a 
new region that links France 
and Germany. Paris is no lon- 
ger at the heart of Europe,” 
says Mrs Catherine Traut- 
mann. mayor of Strasbourg. 

The sentiment is echoed by 
Mr Bernard Guerrier de 


Dumast, deputy mayor of 
Nancy: “We are a malting pot, 
a synthesis of German and 
Latin culture. We have always 
lived, for good or ill, with the 
idea of Europe.” 

It is no surprise that, like the 
rest of the country, the three 
regions were passionately 
divided on European monetary 
and political union in France's 
September referendum. 

Alsace, where the regional 
capital Strasbourg is home to 
the plenary sessions of the 
European Parliament, pro- 
duced the. biggest pro-Maas- 
tricht majority of any region in 
France - 6&2 per cent Lor- 
raine also said yes, despite a 
pocket of resistance in its 
southern department of Les 
Vosges, fiefdom of Mr Philippe 
Sdguin. mayor of Eponal, the 
rebel RPR Gaullist politician 
who led the anti-treaty cam- 
paign. Meanwhile, neighbour- 
ing Cbampagne-Ardenne pro- 
duced a *00' vote, reflecting the 
strength of the agricultural 
lobby there. 

Traditionally, eastern France 
has always been a centre of 
political, industrial and finan- 
cial Influence,' albeit a frag- 
mented one. For the three 
regions appear to co-operate 
less with each other and have 
1 q common th»n they do 
with their foreign neighbours 
in Germany, Belgium and Swit- 
zerland. 

Apart from Mr Sgguin, 
tipped as a possible future 
leader of the Gaullist RPR, and 
the forceful young Socialist 
Mrs Trautmann, the east is the 
local political hue for Mr 
Gdrard Longuet, president of 
the conservative Parti RSpubli- 
cain, who unseated Mr -Jean- 
Marie Rausch, a centrist for- 
mer Socialist government min- 
ister, as president of the Lor- 
raine regional council after the 
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regional elections last March. 

Other local heavyweights 
include Christian Poncelet, a 
senior RPR senator and former 
government minister, who now 
heads Les Vosges departmental 
council and Mr Antoine Wae- 
chter, leader of the 'Greens 
party, who is a vice president 
of the Alsace regional council. 

The east is also the tradi- 
tional cradle of some of the big- 
gest names in French industry, 
reflected in the continued exis- 
tence of a large industrial 
workforce and a small service 
sector. ' 

Alsace, for example, is home 
to De Dietrich, the engineering 
and kitchen equipment group 
which is France’s oldest family 
controlled company, as well as 
to carmaker Peugeot's show- 
piece plant at Mulhouse, 
assembly centre for its newest 
model, the 109. 

In neighbouring Lorraine 
there is Pont k Mousson, the 
pipes division of Saint Gobain, 
three plants belonging to Usi- 
nor Sacilor. the state-owned 
steelmaker, plus three-quarters 


of French coal output Finan- 
cially, the east boasts France’s 
second largest banking centre, 
based in Strasbourg, where 
Credit Mutuel, Cial ami 
Sogenal have made a specialty 
‘in l ending to export oriented 
local industry. 

Like other French regions, 
they are all striving to use the 
decentralisation of power initi- 
ated 10 years ago to seize more 
of the initiative in their own 
flConoHdr develop men t - but 
with mixed success. 

“This is a decentralised 
country, where all the key 
decisions are still taken in 
Paris," mourns Mr Guerrier de 
Dumast. “Too many big invest- 
ment prefects go to the Paris 
region, which still exerts a 
power of attraction that the 
provinces cannot resist With- 
out a will to reverse this in 
Paris, it will never turn back." 

The east has, however, man- 
aged to attract a wave of for- 
eign investment, partly thanks 
to its central geographical posi- 
tion in the EC. Tiffs has also 
been helped by generous aids 


Lorraine shakes off its old blackspot image 

Rebirth of a region 


T HE slow pre-programmed 
death of Lorraine’s state- 
owned coal mines, the 
largest and most efficient in 
France, is an object lesson to 
the British government as it 
grapples erratically with its 
own coal industry closures, 
urfres William Dawkins. 

Lorraine is today beginning 
to shake off its old image as 
France’s industrial blackspot, 
having lost 16.000 coal jobs 
over the past 25 years, not to 
mention 75.000 in steel and 
iron ore mining and 28,000 in 
textiles. 

Remarkably, the region has 
lived through this industrial 
cataclysm without serious 
social unrest There was vio- 
lence in the early stages of the 
steel closures ami token strikes 
in some coal mines, but there 
has been nothing approaching 
the scale of the British coal 
strike under the government of 
Mrs Margaret Thatcher. 

Today, Lorraine has an 
unemployment rate of 9.4 per 
cent, slightly below the 
national average and one of 
the highest, flows of foreign 
investment in provincial 
France after its prosperous lit- 
tle neighbour, Alsace. 

The rebirth is, however, for 
from perfect in that few of the 
new jobs have been created in 
high technology industries - 
and businessmen complain of a 
shortage of advanced sendees 
such as software cons u l t an c y 
in Lorraine. 

According to Anvar, the 
state research agency, nearly 
three-quarters of Lorraine’s 
industrial workforce is . 
employed by companies that 
devote less than one per cent 
of their value-added to 
research and development. 

Some job creation schemes 
have had a difficult ride. One 
of the oddest is Parc des 
Schtroumpfs, a FFribn theme 
park near a former steel works 
in Hagondange. based on the 
cartoon characters known as 
Smurfs in the UK. Backed by 
Usinor Sacilor and the regional 
government it went into liqui- 
dation in 1990. rally a year after 
opening, because the number 
of visitors fell dramatically 
short of target, but was res- 
cued by Walibi, the Belgian 


theme park operator. 

Others have been reassuring, 
like the growth of a commu- 
nity of plastics companies 
around St Avoid, on the north- 
ern Lorraine border with Ger- 
many. now the second largest 
plastics centre after Oyonnax 
in Rhdne- Alpes 

The transformation of Lor- 
raine has been successful 
enough to attract international 
attention. The Polish and 
Czechoslovak governments, 
which have asked Sofirem. the 
2S-year-old job creation arm of 
Charbannages de France (CdF) 
for advice on how to reduce 
the pain of coal mine closures 
in their own countries. 

Sofirem has helped more 
than 400 new and existing com- 
panies over the past eight 
years and claims an 85 per cent 
success rate. 

So what is the secret? 

Out of Lorraine’s three tradi- 
tional industries, the Saar coal 
fields in the north-east of the 
rion stand out for bavin, 


Job losses and gains 

Thousands (cumiafiva) 

14 -r~ 


Jote created. 
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made planned closures more or 
less evenly over a period of 25 
years, so spreading the pain 
relatively thinly. The iron and 
steel job reductions in around 
Longwy and Thionville in the 
north and Pompey and Neuves- 
Maisons in the south, were less 
evenly planned, because the 
outlook for the French steel 
industry was never as bleak as 
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for coaL Lake CdF, the state- 
owned steelmaker Usinor Saci- 
lor has its own job-creation 
arm for the region, Sodiest, 
which has supported 1,000 new 
companies in its 10-year exis- 
tence, a larger but less experi- 
enced body than the coal 
board's Sofirem. 

Achieving a smooth 
run-down for coal mining, due 
to close entirely in Lorraine 
and nationwide by 2005, has 
not been easy. For the French 
administration, like the UK 
government has had changes 
of heart over the future for 
coal. 

Sofirem was established in 
1967 when the government 
launched the first coal output 
reductions on the realisation 
that French production costs 
could never compete against 
cheap imported coal from Aus- 
tralia and south America. It 
then eased off the reductions 
with the 1973 first oil price 
shock, only to step them up 
again with France's subse- 
quent decision to launch what 
turned out to be the most 
ambitious nuclear energy pro- 
gramme in Europe. 

Hie Socialist government 
bought another volte-face on 
«™Tng to power in 1981, when 
it said coal output must rise by 
a third by the end of the 
decade, only to change its 
mind in 1984 with the sober 
abandonment of its go-it-alone 
economic expansionism. 

Mr Richard Muller, head of 
the industrialisation depart- 
ment at Houilleres dn Bassin 
de Lorraine - CdF's local 
branch - does not expect any 
further U-turns in government 
policy. 

Accordingly, Lorraine, which 
now accounts for three quar- 
ters of Flench coal output is 
set to lose its remaining 14JI00 
mining jobs within the next 
decade or so. 

Massive state aid for retrain- 
ing and economic development 
has been part of the answer. 
Over the past five years, Lor- 
raine alone has swallowed one 
fifth of France’s entire primes 
d’om&nagement de territoire or 
regional economic develop- 
ment budget spent on business 
parks, roads and start-up prem- 
ises. Foreign investors can 
expect to find generous incen- 
tives, of between 10 per cent 
and 30 per cent of project cost 
depending on the location, says 
Mr Michel Perrand, a director 
of Adena, the Nancy develop- 
ment agency. 

Continued on page 2: 


available in Lorraine, keen to 
diversify away from its tradi- 
tional industries, plus a net- 
work of internationally active 
economic development agen- 
cies. 

It has also benefited in a 
small way from the Paris gov- 
ernment's attempts to spread 
more of the central bureau- 
cracy out to the provinces, 
with the recent move of the 
prestigious Ecole Nationaie 
d’ Administration to Stras- 
bourg, and the move of the 
CNRS national science 
research centre library to 
Nancy. 

But the east has not yet won 
the battle in what has become 
a test case of the power strug- 
gle between Paris and the 
regions, the continuing wran- 


gle over the financing of a new 
Trains k Grande Vitesse high 
speed rail link from Paris 
through Strasbourg and on to 
Germany’s Inter-City Express 
network. 

The line, due to open early in 
the next decade, is desperately 
wanted across eastern France. 
Businessmen in Les Vosges 
complain that road and rail 
links to neighbouring regions 
are poor, while Alsace sees the 
line as an important step in the 
economic development of the 
upper Rhine valley and a cata- 
lyst to trade between France 
and eastern Europe. 

"We see the TGV as a sym- 
bol of diseruxdvement, breaking 
out from our regional isola- 
tion,” adds Mr Gfirard Cher- 
pion, president of the Saint-Dte 


chamber of commerce, near 
Les Vosges’ border with 
Alsace. 

However, the SNCF French 
rail board’s traffic forecasts on 
the French section of the TGV- 
East are so poor that it wants 
the three regions to contribute 
a combined FFr6bn to the 
FFr26bn cost of the project and 
to charge 30 per cent above 
normal TGV rates for the tick- 
ets. 

They have responded with 
an initiative launched- by Stras- 
bourg's Mrs Trautmann, to cre- 
ate an association of French 
and German regions to lobby 
both Bonn and Paris for a 
Franco-German TGV link. The 
lobby has been effective, in 
that it produced in July an 
agreement in principle from 


President Francois Mitterrand 
and Chancellor Helmut Kohl 
that there should be such a 

link 

Yet, the crucial question of 
who pays remains to be settled. 
Mrs Trautmann accepts that 
the regions should make some 
kind of contribution, but 
argues that the profit forecasts 
become much better if calcu- 
lated on through traffic on 
both the French and German 
sections, rather than the 
French part of the line alone. 

Others are less moderate - 
“why should we have to pay, 
when Rhone- Alpes and Brit- 
tany got their TGV for free?" 
asks a Les Vosges local govern- 
ment official. 

Many others in eastern 
France agree. 
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A section of the Place Stanislas, Nancy. BuikSngs erected by Stantslan 
I, the last Duka of Lorraine, constitute one of Uw most perfect and 
homogenous examples of 18th century French architecture. 


I T IS hard to imagine that 
Nancy, an elegant and pros- 
perous town with some of 
the Quest 18th century build- 
ings In France, has ever seen 
an industrial crisis. 

Yet the area around the larg- 
est town in Lorraine has lost 
more than 10,000 jobs over the 
past decade, mainly from the 
state-owned steel plants at 
nearby Pompey and Neuves- 
MalBona. 

Over the same period, more 
than 8,000 new jobs have been 
created, partly thanks to a 
wave of foreign investment, 
and partly thanks tO Start-Up 
businesses fostered by the 
departmental and city authori- 
ties. As an industrial centre, 
Nancy, has traditionally been a 
base for chemical, clothing and 
food-processing industries. It 
has also developed as a finan- 
cial and adminis trative capital. 

"We have survived the crisis 
of re- industrialisation better 
than Lorraine as a whole 
because of our tradition of 
technical education,” claims 
Mr Bernard Guerrier de 
Dumast, deputy mayor and 
president of Nancy Techno- 
pole, the town's technological 
showpiece. The Technopole, 
built up over the past 20 years 
by the city and regional 
authorities, provides cheap 
office space and advice for 
about 100 small businesses 
grouped on Nancy's university 
park, with start-up capital 



An emphasis on technical education pays off in Nancy 


Industrial turnaround 


available through the Ins tltut 
Lorrain de Participation. The 
Intellectual nucleus for all this 
comes from Nancy's three uni- 
versities - the first of its uni- 


versities was founded as far 
back as 1512 - and its five 
prestigious civil service techni- 
cal schools, which were origi- 
nally established to train engi- 


neers for the coal and steel 
industries. They are now being 
encouraged by the Technopole 
to bring forward high technol- 
ogy projects that could be 


turned into commercial propo- 
sitions on site. The body 
responsible is Promotech, a 
small business consultancy 
service backed by the city 


authorities, which estimates 
that 80 per cent of its clients 
are still In business 10 years 
after starting up. Nancy does 
not, unlike some other towns, 
pump aid into start-up busi- 
nesses, emphasises Mr Guer- 
rier de D umas t - “that would 
be complete folly and only 
harm the businesses which 
already exist,” he explains. 
“On the other hand, our job is 
to help them do well.” 

William Dawkins 


Epinal’s industrial diversity brings success 

Textbook solution 


E PINAL, capital ol the 
department of Les 
Vosges, is a textbook 
case of how to respond to the 
long-term decline of a tradi- 
tional industry. 

Until 30 years ago. it was 
the thriving capital of the 
French textiles Industry, 
known for its images d'Epinai, 
popular cotton prints of 
French historical scenes. 

Since then Epinal and the 
wooded valleys around it have 
lost 35.000 textile industry 
jobs In the face of low-cost Far 
Eastern competition, so that 
today the sector employs only 
a quarter of the workforce. Les 
Vosges' reputation, as an area 
that fears it has much to lose 
economically was further re- 
inforced when it produced a 
solid majority against the 
Maastricht treaty in the Sep- 


tember referendum. Yet Epinal 
has survived the textile down- 
turn surprisingly well, by 
turning its mechanically well- 
qualified and comparatively 
cheap workforce to other sec- 
tors, such as paper - another 
traditional Vosges industry - 
and engineering, which 
between them now employ a 
quarter each of the depart- 
ment's workforce. 

The Vosges softwood forests 
and the proximity of cheap 
nuclear-generated electricity 
have attracted leading Scandi- 
navian paper companies on 
the look-out for an entry to 
continental Enrope, such as 
Norsk-Skog Indus trier, which 
last year opened a FFr2.8bn 
paper plant at Golbey just out- 
side Epinal, the department’s 
biggest ever foreign invest- 
ment. 


Engineering has become the 
department’s biggest single 
employer, partly through the 
creation of small indepmdent 
businesses by former textile 
workers. 

The sector has also been 
helped by the arrival of for- 
eign investors like Trane, the 
US producer of heating and 
cooling equipment which is 
the largest private sector 
exporter in Lorraine, and 
whose presence has inspired 
the startup of around 10 sub- 
contractors since its arrival at 
Golbey in the early 1960s. 

“We have found here a flexi- 
ble workforce, able and will- 
ing to adjust to new tech- 
niques,” says Mr Antonio 
Gallo, Trane's sales director 
for Europe and Africa. 

William Dawkins 
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don’t believe in global 
production - we need to 
manufacture near mar- 
ket.” says Mr Soonhoon Bae, 
president of Daewoo, the Kor- 
Agn electronics giant, explain- 
ing his decision to start mak- 
ing colour TV sets in Lorraine. 

Daewoo is building a 
FFrslOOm plant at Fameck, 
near Metz, which it hopes will 
start production next spring, 
without output rising to 400,000 
units by 1994r5. 

“We looked at several Euro- 
pean countries, but ruled out 
Germany because some fellow 
Korean companies had not bad 
a very happy experience there 
and the UK because of trans- 
port costs,” Mr Bae says. 

Daewoo was attracted to 
France, for two reasons: 

□ First, wage costs there are 
competitive, at least with the 
rest of Europe. 

□ Second, the French govern- 
ment is no longer - despite (or 
perhaps increasingly because 
of) the continued problems of 
its own maker of TV sets, 
Thomson - hostile to Asian 
companies setting op in compe- 


There is 
only one way of 
understanding 
French, 
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nly one way of 
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France. 
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New colour TV plant at Fameck, near Metz 

Korean investment 


tition on French soil. 

Having decided on France 
for TV manufacture, Daewoo 
then looked at various sites. 
But it eventually rejected the 
idea of taking over facilities 
being abandoned by Alcatel at 
Cherbourg and Bull at Belfort, 
and opted for a green field site 
at Fameck. 

“Within a 500 kilometre 


radius of Fameck, you have a 
market of some 5980m people”, 
says Mr Bae. 

Another possible site for 
Daewoo TV-making with the 
same general geographical 
advantage was Strasbourg. But 
the Korean company decided 
to go further north, because it 
has already been making 
micro-wave ovens for the past 


four years at Longwy. “With 
people coming from the steel 
sector In this region, you have 
a very skilled work force,” says 
Mr Bae. 

In July the European Com- 
mission launched a wide-rang- 
ing dumping inquiry into TV 
sets imported direct from the 
Far East 

Did Daewoo feel compelled 


by such EC trade moves to 
invest in Europe? No, says Mr 
Bae. Daewoo took its decision 
to manufacture TVs in Europe 
more than a year ago, but it 
needed some time to complete 
negotiations with the French 
government and the European 
Commission’s regional fund 
which are. together, pasting 
one third of the Fameck plant’s 
capital cost 

But Mr Bae admits that the 
EC dumping inquiry “re-in- 
fbrces the logic of our decision 
to manufacture locally in 
Europe.” 

David Buchan 


M R PHILIPPE SEGUIN 
Is better known as a 
leading rebel member 
of the conservative RPR party 
than as mayor of Epinal, a job 
he has held for the past nine 
years, writes William Dawkins. 

Now aged 49, Mr Seguin 
achieved national distinction 
two months ago when he 
emerged as leader of the cam- 
paign against the Maastricht 
treaty on European monetary 
and political union. 

Bis arguments that the 
treaty was an affront to 
national sovereignty reflected 
the mood of his own electorate 
in Epinal and Les Vosges 
(where Mr Seguin is also HP), 
which showed np as islands of 
anti-Maastricht sentiment in 
the otherwise pro-treaty 
region of Lorraine. 


Profile: the mayor of Epinal 

Parachutist on 
the right 


His Maastricht campaign 
reinforced Mr Seguin’s claim 
as a possible successor to Mr 
Jacques Chirac, the RPR 
leader, despite a lacklustre 
performance in a television 
debate with President Francois 
Mitterrand. 

Unlike his counterpart in 
Strasbourg, Mr Sdguin was not 
bom and brought up In the 
town where he is mayor - a 
common phenomenon whereby 


French political parties “para- 
chute” promising supporters 
lnto lotal government jobs. 

Mr Steguih, bom and edu- 
cated In Tunisia before its 
Independence from France, is a 
graduate of the Ecole Nat- 
ional d’ Administration, the 
training ground for many in 
the French political and busi- 
ness elite, and was a junior- 
minister in the 1986-1988 
Gaulllst government He looks 


likely to become an influential 
member of .the French cabinet 
if, as seems likely, the right 
wins next March’s legislative 
elections. 

Far from neglecting Epinal 
in pursuit, of his national 
ambitions, Mr Seguin has cul- 
tivated his local base, working 
hard to lobby foreign compa- 
nies to come to Les Vosges and 
overseeing an unprecedented 
increase In investment In lei- 
sure and cultural facilities by 
local government in EpinaL 

He complains, however, that 
the economic development of 
Les Vosges is handicapped by 
a lack of co-operation between 
towns and oommimes: a short- 
coming apparent in many 
other French provinces as they 
get to grips with decentralisa- 
tion. 


Over 13,000 


created in Lorraine 


WAGE RATES COMPARED 


Listed here are average 
hourly wage rates. 




expressed In French 
francs, as at June 1991, 
as estimated by the 

European Community 


In 

France 


francs 

=> 100 

Germany 

148 

121 

Belgium 

146 

120 

Netherlands 

t24 

1 01 

France 

122 

100 

Italy 

122 

100 

UK 

93 

76 

US 

106 

87 

Japan 

109 

90 



Continued from page 1 

Richard Muller reckons that, 
all kinds of assistance 
included, each of the 13,565 
jobs created or aided in Lor- 
raine’s former coal fields has 
cost the public purse 
FFr100,000 - “on an interna- 
tional comparison, we think 
that is pretty reasonable.” be 
claim*; . 

Another important element 
has been the advice and train- 
ing organised by Eofirem and 
the CdF itself, says Mr Jean- 
Jacques Fix, Soflrem’s Lor- 
raine regional manager. 

Sofirem offers start-up equity 
funding for former coal miners 
seeking to set up their own 
businesses and helps them 
present tbelr cases to bank 
lenders. 

Most former miners, how- 
ever. prefer the safer course of 
getting a new job with another 
employer, often a foreign 
investor. 

Here the CdF funds retrain- 
ing, pays former employees’ 
salaries for a trial two months 
in a new company and runs a 
prospection service for employ- 
ers and employees. 

“We can offer people of high 
quality and motivation,” says 
Mr Fix. 

The British government is 
not the only one who might 



The Technopole at Nancy has been developed over the last 20 years by local and regional authorities. The 
complex Is the base for 100 small businesses; ft afso provides relatively cheap office accommodation. 

have an interest In Lorraine's 
experience. Just a few miles 
away over the border, the Ger- 
man coal industry is reducing 
production from its mines in 
the same Saar deposits that 
stretch under Lorraine, but at 
a far more gentle pace, 
reflecting the Bonn govern- 
ment’s more coal-dependent 
energy policy. Yet France 
decided long ago that coal min- 
ing in the area could never be 
internationally competitive. 



William Dawkins 
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Culinary defights: local chate parade traditional dishes In Strasbourg 


S trasbourg is the 

most western city in 
Mitteleuropa, according 
to its forceful young mayor, 
Mrs Catherine Trau tmann (see 
personality profile, below). 

Strasbourg, the capital of 
Alsace, looks and feels almost 
like a German provincial town, 
with its steep tiled roofs and 
half-timbered houses. Yet its 
identity Is firmly international 
The city's traditional Euro- 
pean credentials - as the 
venue for the plenary sessions 
of the European Parliament 
and the base of the Council of 
Europe - were recently re-in- 
forced when its citizens pro- 


Vlneyarda In the Alsace region 

Strasbourg, capital of Alsace 


International identity 


duced a 72 per cent 'yes' vote 
in the September referendum 
on European political and mon- 
etary union - the biggest pro- 
Maastricht majority in France. - 
President Francois Mitter- 
rand was no doubt grateful for 
this, but the result was unsur- 
prising. because many thou- 
sands of Strasbourg residents 
owe their living to various 


forms of European co-opera- 
tion. 

The parliament, the fast-ex- 
panding council, the European 
Court of Human Rights and 
tbe institutions associated with 
them have been Joined over the 
past year by the planning team 
for Europol - the Franco-EC 
police co-operation unit - and 
Arte, tbe new Franco-German 


cultural television channel 
It was partly a recognition of 
Strasbourg's diplomatic and 
intellectual richness, as well as 
France’s busiest conference 
centre outside the capital that 
the French government chose 
it as the new site for the elite 
civil service college, the Ecole 
Nationale d’ Administration. 
The college will move there 


from its Paris headquarters 
next January. 

The city is, however, far 
more than a think-tank on the 
Rhine. It also happens to be 
France's second banking cen- 
tre after Paris, harbouring the 
headquarters of nine big 
regional banks, representing a 
balance sheet total of 
FFr220bn. 


This is a reflection of the 
town’s long history of innova- 
tive h anking , founded on Fran- 
co-German trade and its skill 
in adapting the concept of 
mutual banking from the Ger- 
man invader at tbe end of the 
last century. 

Credit Mutuel Alsace's larg- 
est bank, broke new ground 
again in the early 1970s by 
becoming the first French 
bank to offer Insurance poli- 
cies, launching the Idea of 
“bancassurance" now widely 
followed by its national com- 
petitors. 

Willfiam Dawkins The picturesque wine village of Riquewfiir In Alsace 
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Strasbourg’s mayor has a twin-track career 

Talented lobbyist 


Peugeot cars for export are carried by rati from Wufoouse to Calais . Peugeot has overcome Its manpower 
problems and become an industrial succ es s story - "a testament to (he flexibility of toe workforce," says 
tbe company which now operates rigorous delivery schedules. (Picture by Tarry Kirk) 

The transformation of Peugeot at Mulhouse 

A flexible workforce 

D RAMATIC changes have from order to delivery at the frontier, only 10km awa 
taken place over the factory gate from more than 10 where salaries are significant 
past three years at the days to around seven and a higher, he warns. 


D RAMATIC changes have 
taken place over the 
past three years at the 
Mulhouse assembly plant of 
Peugeot, the car maker which 
is the biggest employer in 
Alsace, writes WiUiam Daw- 
kmf. 

In the autumn of 1989, the 
sprawling suburban plant, 
which occupies more than 350 
hectares - nearly the same 
size as the centre of Mulhouse 
itself - saw the start of one of 
the most damag in g pay strikes 
in Peugeot's history. 

The dispute spread to 
Sochaux - Peugeot’s other 
main centre in neighbouring 
Franche Comte - inflicting a 
serious blow on Alsace’s tradi- 
tional reputation for stable 
labour relations. Since then, 
the Mulhouse plant and its 
12£00 staff have overcome that 
trauma to become an indus- 
trial success story. 

Mulhouse has been among 
the leaders in the Peugeot 
group in adapting Japanese- 
style production efficiencies, 
team management and just-in- 
time stock control under its 
new production director Mr 
Alain Baldeyrou. who joined 
just after the strike. 

in recognition of this, Peug- 
eot chose Mulhouse last year, 
for the assembly of the 106, its 
latest hatchback, currently 
rolling off the production lines 
at 1,400 vehicles per day, the 
highest output in the plant’s 
30-year history. 

Over the past 10 years, Mul- 
house has reduced the period 


from order to delivery at tbe 
factory gate from more than 10 
days to around seven and a 
half, and slashed its costs. 

Suppliers now deliver at 
least daily, as a result of which 
nine component producers 
have moved to Alsace to be 
able to keep to Peugeot’s rigor- 
ous delivery schedules. 

Inside the plant, says Mr Bal- 
deyrou, “we've tried to create 
motivation among the operat- 
ing personnel by making office 
staff understand that they are 
at the service of the operators." 

This strategy means that 
Mulhouse raly allows machine 
or car design changes to go 
ahead after consulting machin- 
ery operators, a previously 
unusual practice in the French 
car industry. By the same 
token, its workforce are 
encourage to come np with 
ideas for improvements in car 
components and des i gn. The 
coach-building shop alone has 
proposed 7,000 improvements 
over the past year, says Mr 
Baldeyrou with satisfaction. 

The transformation of Peug- 
eot at Mulhouse Is a testament 
to the flexibility and dependa- 
bility of the local workforce, 
believes Mr Baldeyrou. More 
than 15 per cent of the workers 
there are foreign, equally 
divided between the European 
Community and North Africa, 
with the rest mainly from 
Alsace. 

However, any local employer 
also has to be wary of competi- 
tion from more generous 
employers across the German 


frontier, only 10km away, 
where «inrteg are significantly 
higher, he warns. 

Peugeot used to suffer from 
workers leaving to earn more 
in Germany, though Mr Bal- 
deyrou says that problem has 
receded over the past year as 
the German economy runs into 
difficulties. 


T HE vivacious Mrs 

Catherine Trautmann, 
the 41-year-old mayor 
of Strasbourg, is in the 
forefront of the young 
generation of leaders to have 
seized the initiative from Paris 
in defending Alsace’s 
interests, writes William 
Dawkins. 

Mrs Trautmann’s 
unexpected victory in the 
municipal elections three 
years ago gave tbe 
traditionally centre-right 
Strasbourg its first Socialist 
mayor since the 1920s. She 
wasted no time in exercising 
her talent for lobbying the 
Paris bureaucracy by leading 
a Franco-German campaign 
to put pressure on a reluctant 
SNCF rail board to build a new 
Train a Grande Vitesse line 
east from Paris to Strasbourg. 

When the SNCF complained 
that the French section of the 
line would not be profitable 
enough to be built without 
heavy financial help from 
local government, Mrs 
Trautmann promptly formed 
an association of the French 
and German cities concerned 
to prove to the Paris 
government that the line 
would be highly profitable 
if linked to title German high 
speed call network. 

“It is an axis of integration 
to link the European 
Community to its new 
members In the east," argues 
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■ Eastern France faces a 
continuing wrangle with Paris 
over the financing of a new 
Trains & Grande Vitesse high 
speed rail link from the 
French capital through 
Strasbourg and on to 
Germany's Intei^City Express 
network. The line, due to open 
early in the next decade, is 
urgently wanted across the 
eastern region. Alsace sees 
the line as an important step 
in the economic development 
of the upper Rhine valley and 
a catalyst to trade between 
France and eastern Europe. 

■ Distances by main road 
routes from tbe Lorraine 
metropolis to other European 
cities are as follows; 

□ Paris , -.ann km. 

□ Lyons 450 km. 

□ Marseilles — . 750 km. 

□ Strasbourg 160 km. 

□ Brussels 300 km. 

□ Antwerp — 350 km 

□ Luxembourg 60 km. 

□ Rotterdam — i 400 km. 

□ Amsterdam .... 450 fan 

□ Cologne 300 km, 

□ Dfisseldorf .350 km. 

□ Hamburg 800 km, 

□ Frankfort .—300 km. 

□ Munich 600 km. 

■ Useful names and addresses 
fra foreign investors in eastern 
France fiyindp the following: 

□ Regional council offices, 
Alsace: Hotel de la Region, 

35, avenue de la Paix, 67070, 
Strasbourg. Tel 8825-6867. 

□ Champagne- Ardennes: Hotel 


de la Region. 1 Corns 
d’Ormesson, 51037 
Chalons-sur-Marae. Tel 
2670-3131. 

□ Lorraine: Hotel de la Region, 
Place Gabriel-Hocquard, 57036 
Metz. Tel 8733-6000. 

□ Economic development 
organisations: Delegation a 
I’Amenagement du Territoire 
et a 1’ Action R6glonale 

(Da tar), I avenue Charles 
Floquet, 75700 Paris. Tel 
4065-1234. 

□ Association pour 

1 ’Expansion Indnstrielle de 
la Lorraine (ApeHor), 1 place 
du Pout a Seille, 57045 Metz. 
Tel 8775-3618. 

□ Comite d’Am&nagement, 
de Promotion et d’Expansion 
des Vosges (Capev), 17 avenue 
Gambetta, 88000 EpinaL Tel 
2S82-4503. 

□ Comite d’Amdnagement, 
de Promotion et (^Expansion 
de Menrthe-et-Moselle 
(Capemm), 8 rue Baron Louis, 
BP 378, F 54007 Nancy. Tel 

8337-2229. 

□ Association de 
Developpement du Bas-Rhln 
(Adira), 3 Qua! Kl£ber, F 67055 
Strasbourg. Tel 33883224. 

□ Comite d* Action pour Je 
Progrfes Econamique et Social 
Hant-Rhinois (Cabr) 17, place 
de la Cathedrals, F-68000 
Colmar. Tel 8922-6800. 

□ Alsace Development Agency, 
1901 Avenue of tbe Stars, 

Suite 295, Los Angeles, CA 
90067. USA. Tel 213 551-0835. 


Mrs Trautmann, who accuses 
the SNCF of viewing the 
project on a narrowly French 
perspective. The line is 
expected to come into service 
in 1999 or 2000, depending 
on the outcome of the dispute 
between the SNCF and the 
regions over financing. 

This European reflex Is 
typical of Mrs Trautmann’s 
style; she Is also an active 
member of the European 
parliament “Strasbourg is 
a laboratory fra Europe and 


we want it to stay that way,” 
she says. Like an increasing 
number of French politicians, 
Mrs Trautmann, a one-time 
junior minister under the 
former government of Mr 
Michel Rocard, attaches great 
importance to building her 
local power base. Earlier this 
year, she refused the offer of 
another ministerial job on the 
grounds that she wanted to 
keep her twin mandate as 
mayor and European MP. 



Mrs Catherine Trautmann: vivacious lady of 8ie left 


INVEST IN MOSELLE-EAST (LORRAINE) 

25 years experience with industrialisation services 

At the centre of a dynamic economic European region Moselle-East 
offers its : 

■ exceptional environment 

■ first class infrastructures 

■ industrial tradition 

■ human resources 

■ bilingual population 

■ financial support 

A team from Charbonnages de France brings you its capabilities and 
commits itself to making a success of your industrial project. 

MOSELLE-EAST - PROFESSIONALS AT YOUR SERVICE 


MISSION INDUSTRIALISATION 

31, avenue Roosevelt 
57802 FREYMING-MERLEBACH 
TGI. (33) 87 81 73 94 


SOFIREM 

97 A rue Nationale 
57600 FORBACH 
T6I. (33) 87 87 66 55 
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Shoppers in central Mulhouse: the dty practises rigorous Swfcwtyte environmental policies (Picture by Tony Andrews) 

Mulhouse, the industrial heart of Alsace 


Tri-national heritage 



Mulhouse has become an attractive centra lor International companies 


SINCE the late 18th century, 
Mulhouse has variously been 
part of Switzerland, Germany 
and France, a heritage which 
has left deep traces in the form 
of an eclectic way of life. 
Today, a casual visitor, arriv- 
ing at Mulhouse-Basel airport 
- which straddles the Swiss 
frontier and is jointly managed 
with the Swiss authorities - 
can be forgiven for wondering 
which country Mulhouse is in, 
writes William Dawkins. 

Mulhouse city dwellers, like 
other residents of Alsace, 
speak of tiie rest of France as if 
it were another country, call- 
ing it simply “the interior." 
Their local newspapers are in 
French and German and 35,000 
Mulhouse residents - nearly 
15 per cent of the population - 
cross the German border to go 
to work every day, in search of 
higher wages across the Rhine. 
Few German workers come the 
other way, into France, though 
Mulhouse does boast a commu- 
nity of German companies. 

The city practises Swiss-style 
environmental policies, with a 
recently launched programme 
to collect household waste In 
recyclable plastic bags. It holds 
regular joint municipal plan- 
ning sessions with Freiburg, its 


nearest German neighbour. It 
also boasts positively Teutonic 
labour relations stability, with 
one notable exception: the 
strike at the local Peugeot 
plant three years ago. 

“Traditionally, we are an 
attractive centre for German 
companies who want to get 
into the French market, with 
all its special characteristics. 
We are also attractive to inter- 
national companies who see 
this as a good base from which 
to serve northern Europe with- 
out having to set up in Ger- 
many," explains Mr Laurent 
Kammerer, head of the may- 
or’s private office. 

The dty has a plentiful pool 
of labour though city officials 
do complain of a skills short- 
age. This is partly because of a 
fast-growing immigrant popu- 
lation of nearly 18 per cent, 
many of whom have been 
attracted by the local car 
industry. A rise in the National 
Front vote, to 23 per cent in 
Alsace generally in the last 
regional election, could be a 
worrying consequence. How- 
ever, city officials attribute 
this more to re gional dissatis- 
faction with the centralising 
Paris bureaucracy than to 
social tension. 


HONESTLY, 

I'D ALREADY DECIDED 
TO SET UP SHOP 
IN STRA SBOURQ 
WAY BEFORE SAHPUNQ 
THE WINES OF ALSACE I 


There is a dry where three our of four 
inhabitants said yes to tbeTieatv of Maastricht. 

There is a dty located at the huh of the network of 
the major capitals of Europe. There is a dty at the 
heart of the wealthiest regjoo of the EC with 75% of 
the European purchasing power within a 300-mile 
radius. In Strasbourg, Europe has been a reality for 
over 40 years. The second dty in France for 
international congresses has become die choice venue 
for the entrepreneurs with an international outlook. 



Strasbourg 

Communaute Uibauie^ 

Affaires Economiques - TdL 033 88 60 90 90 



FRANCE 4 



The Pont Cauvart at Strasbourg: the dty, located 2JS ratios (4km) west of the Rhine on the Franco-German frontier. Is the seat of the Council of 
Europe, the plenary sessions of the European Parflament and the European Court of Human Rights- Strasbourg is also an ep iscopal sea, a 
university city and an international communications centra.. In the recant French referendum on European political and monetary union, tin 
citizens of Strasbourg had the biggest pro-MaastrfcM majority In Ranee wHh a 72 per cent “yea" vote. 


Cutbacks and job losses in third bad year for producers 


Champagne sales hit hard 


O NE chilly March day 
this spring, the streets 
of Reims were packed 
with thousands of stony-faced 
workers, shouting angry slo- 
gans and brandishing placards, 
in protest against the cutbacks 
and job losses at the cham- 
pagne houses where they work. 

The mood of their employers 
was little different The cham- 
pagne industry is in the throes 
of its worst crisis since the oil 
shock of the mid-1970s. The 
champagne houses of Reims 
and Eperaay, which flourished 
in the bullish mood of the 
1980s, have been floundering in 
the chillier climate of the 
1990s. 

Champagne sales have been 
hit by everything from the 
global economic slowdown, to 
the strength of the franc 
against key export currencies 
and fiercer competition from 
other products, notably spar- 
kling wines. The champagne 
houses, now in their third suc- 
cessive year of falling sales, 
are struggling for survival 
against a backdrop oT mount- 
ing debts and frighteningly 
high stocks. 

It Is easy to paint a picture of 
the champagne sector as yet 
another- industry that has 
fallen victim to the economic 
woes of the early 1990 b. But 
even after the economy recov- 
ers, the champagne houses will 
still free the challenge of get- 
ting to grips with the longer 
term issues of the backlash 
against alcohol consumption 
and adjusting to life in the 
increasingly competitive inter- 
national drinks industry. 

Champagne is one of 
France's oldest and most pres- 
tigious products. It is an impor- 
tant source of employment in 
the Champagne region to the 
east of Paris, with 6£00 people 
employed directly by the cham- 
pagne houses and thousands of 
others who are indirect 
employees. 

The industry is dominated 
by LVMH, the giant luxury 


goods group which owns a 
series of champagnes, includ- 
ing Mofit et Chandon, Mercier, 
Pommery and Veuve diquot, 
as well as a string of cognacs, 
fashion houses, luxury lu ggag e 
makers , and perfumes. LVMH 
towers over the other compa- 
nies with champagne sales of 
FFr482bn last year alone. 

Other leading players 
include Seagram and Remy 
Cointreau, which also have 
interests in other areas of the 
international drinks industry. 
These large groups have gob- 
bled up many of the Indepen- 
dent houses over the years but 
three of the six biggest cham- 
pagne companies are still in 
family hands. Marne et Chain- 


fall, the producers' first 
response was to try to compen- 
sate for depressed demand by 
raising prices. 

Sales fell by 6.6 per cent to 
232m bottles in 1990. according 
to the Comite Interprof essfon- 
ale du Vin de Champagne 
(CIVC), only to fall again, by 10 
per cent to 214m bottles. In 
1991. The worst affected area of 
the market was exports. The 
French market, still the big- 
gest single source of cham- 
pagne sales, slipped by 8J. per 
cent to'135m bottles last year. 
Bin export sales fell further, by 
11 per cent to 75m bottles. 

Some export markets 
declined dramatically. The UK, 
which had become one of the 


"Champagne Is one 
of France’s oldest 
and most prestigious 
products ... it 
Is about one 
tiling - quality” 



pagne is majority-owned by the 
Burtin-Mora family as is Cham- 
pagne Taittfnger by its foun- 
ding family. Laurent Perrier 
belongs to the Burtin-Mora 
family, with Banexi and Credit . 
Commercial de France as its 
other major shareholders. 

These companies, like the 
rest of the industry, thrived in 
the 1980s. The market reached 
its peak in 1989 when 248m bot- 
tles of champagne were sold, 
compared with 188m five years 
before. But as sales rose, so 
prices. The champagne produce 
ers had taken advantage of 
their buoyant market to hflrp 
the price of their product 

By 1990, when the recession-' 
really began to bite in the US 
and western Europe, cham- 
pagne sales were hit not only 
by the fall in consumer pur- 
chasing power, but also by the 
backlash against high prices. It 
took time for the industry to ' 
get to grips with the pricing 
problem. When sales started to 


industry’s most buoyant mar- 
kets in the 1980s. fell by 34 per 
cent nnf i Australia, reeling 
from recession, by 33 per cent 
In the US, where sales fell by 
13 per cent, champagne was 
affected both by the economic 
crunch and also by competi- 
tion from Californian sparkling 
wines, which have made great 
strides in quality over recent 
years. 

This year has been little bet- 
ter. Exports have fallen fur- 
ther, ja have sales in France. 
The GIVC anticipates an over- 
all reduction In sales of cham- 
pagne to between 200m and 
210 m bottles by the end of the 
year. There have been reports 
in the French press of some 
small houses facing fa Hr in 
sales of up to 70 per cent since 
the start of the year. 

The problems posed by this 
decline In sales are aggra va ted 
by the deterioration ..in ...the . 
industry's ■ financial 1 ' estate. 
Stocks have risen as sales have 


fallen. Many champagne 
houses are now crippled by 
serious cashflow problems 
because of the financial cost of 
carrying heavy stocks. 

Since this spring the market 
has been flooded by “Ore-sale" 
champag ne as producers have 
desperately off-loaded their 
surplus stocks. Some houses 
have been selling champagne 
for as little as FFr38 a bottle, 
well below the production cost 
of around FFr55. They have 
chosen to swallow the losses, 
rather than face the 
blow of another Increase in ser- 
vicing costs on their stock. 

The champagne houses have 
also been forced to cut costs. 
There have been lay-offs across 
the industry, even at the larg- 
est houses, triggering a spate 
of Industrial action including 
strikes at Mumm and Piper- 
Heidsieck this spring. 

However the industry has 
also taken tactical steps to try 
to improve its position by 
tightening up the specification 
for the composition and pro- 
duction of champagne in an 
attempt to reduce output The 
quantity of grapes required to 
make champagne is being 
increased from 150 kilos a hec- 
tolitre to 160 kilos. Meanwhile 
the amount of grapes that the 
vineyards are allowed to har- 
vest has been reduced from a 
maximum of 12,000 kilos a 
hectare to 10,400 kilos. 

These measures should, or so 
the CIVC hopes, ensure that 
champagne is produced in 
smaller, quantities, but at 
higher- : ’quality, thereby 
enabling the producers to 
charge more for its - new 
unproved product when it 
comes on to the market in 1994 
and, hopefully, alleviating the 
present pressure on prices. 

After all, as Mr Jean-Michel 
Ducellier, president of the 
Champagne Houses’ Union, 
said; “Champagne is about bne - 
thing - quality.” ... c.' ; 

„ Alice Rawsthbrn; 


Chalons-sur-Marne, capital of the Champagne-Ardenne region 


IF EUROPE IS YOUR MARKET, BAS-RHINE CONCERNS YOU 
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New investment jnceiltives 


L IKE many other provincial towns 
across France, Chalons -sur-Marne 
has seized the opportunity offered 
by decentralisation of local government in 
recent years to initiate a wave of invest- 
ment 

Chaions-sur-Mame, capital of the Cham- 

pagne-Ardeune region, badly needs to 

invest to attract private sector industry to 
counterbalance Its uncomfortably heavy 
dependence on public sector jobs. 

Accordingly, Chalons-sor-Marne will 
early next year open a 56-hectare business 
park at Les Escarnotieres, just outside the 
town, which will offer a range of tax, 
social security and job creation incentives 
for arrivals. 

Further ahead, there are plans for a 
FFrtOOm to FFrSOOm freight airport, due to 
be one of Europe's largest, on the site of a 
military airbase at nearby Ch&lons-Vatry, 
jointly funded by the town, the chamber of 
commerce and private sector banks. The 
project has run into resistance from Aero- 
parts de Paris, the French airports author- 
ity, unwilling to see freight business move 
from Orly to the provinces. However, the 
city authorities are optimistic, thanks to 
promises of support from the European 
Commission. If successful, the scheme is 
due to open by the end of 1995. 


The airport project is also, incidentally, 
an example of the surprisingly close 
cooperation between the Communist-run 
dty and the conservative controlled Cham- 
ber of Commerce - “it is essential that we 
work together to provide the best tailored 
solutions for companies," says Mr Chris- 
tian Bernard, the chamber's manager. 

The region and the Marne departmental 
councils are also controlled by the right, 
but despite these political differences there 
is broad agreement with the city on local 
planning and economic development 
Chaions-sur-Mame Is doing its utmost to 
play on its geographical advantages to 
attract businesses to the area. The town’s 
great asset is to be positioned on the junc- 
tion between France's main west-east 
motorway - half way from Calais to the 
German border - and the country's main 
southern motorway from Paris to Milan 
The southern route, the A26. follows the 
fine of the ancient Via Agrippa, indicating 
that the town has a historic claim as a 
distribution centre. It is no acciden t that 
distribution companies fill eight pages of 
the local telephone book, including Harris 
Distribution, the UK group which opened 
a depot there last year. 

A combination of historical accident and 
design means that 40 per cent of Chilona- 


sur -Marne’s workforce is employed by t he 
state. Big local • state employers include 
France Teldcom. the post office, the SNCF 
rail hoard and the regional and Marne 
departmental offices. 

“We are a town of civil servants, which 
means we are relatively prosperous, but 
have a weak industrial base,” explains 
explains Mr Pierre- Yves Danion. eco nomic 
adviser to the Communist mayor, Mr Jean 
Reyssier. 

This has cushioned Chaions-sur-Mame 
from the d e c l in e of traditional industries 
which have badly hit nei ghbo urin g areas 
like tiie Vosges, so that it hjM? an unem- 
ployment rate of 9 per cent, well below the 
national average. 

Yet it is only too conscious that this 
cushion could deflate at a time when cen- 
tral government is looking for new ways 
to control its budget deficit As a result 
the. town hall is badly short of business 
tax. a locally levied payroll and turnover 
charge which forms an important part of 
its funding. This, argues Mr Danion, is 
s mot h er example of how central, govern- 
ment has shifted more responsibility to 
local authorities without giving them the 
full means to exercise their new role. 

William Dawkins 
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Western & Pacific 
delisted after inquiry 

A company closely associated with natural 
resources entrepreneur Mr Clive Smith has left 
the Vancouver Stock Exchange following inqui- 
ries from officials over transactions Involving 
Its shares in the UK. Authorities In Vancouver 
suspended trading in the company. Western & 
Pacific, in October, pending clarification of the 
pledge of Western shares as security to a UK 
company. Page 16 


School’s had its chips 



Teaching today is labour-intensive. Hundreds 
of thousands of teachers stand in classrooms 
lecturing students. With the latest computer 
technology. a single talented teacher can pre- 
pare and deliver a course to an unlimited num- 
ber of students. As the cost of electronic 
gadgetry falls, the savings from eliminating 
classroom teachers and the physical Infra- 
structure of schools are potentially huge. Beck 
Page 


Westpac loses to NAB 

In Melbourne, Mr Don Argus, managing direc- 
tor of National Australia Bank (NAB), outlined 
the reasons for his bank’s growing success. In 
Sydney, Mr Frank Conroy, chief executive of 
Westpac Banking Corporation, toughed out 
questions on Westpac's failures. As Mr Conroy 
was forced to admit, Westpac is the big loser. 
Only a few years ago it was the country's big- 
gest and most profitable bank. Page 17 


Gilts worry about UK recovery 

Gilts edged down last week amid funding wor- 
ries and signs that the UK economy may be 
flickering into life. Short-dated gilts turned 
down partly because of the perception that fur- 
ther cuts in UK base rates are unlikely by the 
end of the year, while longer-dated securities 
fell on inflation worries and concern about 
funding. Page 20 
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Rhone-Poulenc hit by currency shift 


By Alice Rawsthom in Paris 

RHONE-Poulenc, the French 
chemicals group, yesterday 
reported a fell in net income only 
days before it Is due to announce 
details of the sale of 10.6 per cent 
of the government’s stake in the 
company. 

Rhdne-Poolenc’s forthcoming 
share sale mil raise between 
FFr3bn (6550m) and FFrfbn. 

It will be a watershed in 
French industrial policy because 


it would be the first time that 
France's socialist government 
allowed its holding in a state-con- 
trolled company to fall below 50 
per oent 

The group, the flagship of the 
French chemicals sector, suffered 
a modest 2L5 per cent fall in net 
income to FFrl.58bn from 
FFrl.63bn in the first nine 
months of 199L 

The group has managed to 
increase operating income by 23.5 
per cent to FFr5.65bn from 


FFrt57bn on sales which rose by 
0.7 per cent to FFrf2.48bn from 
FFrSLStfm. 

Net income was hit by 
exchange rate fluctuations, 
although net income per share 
increased by 6.6 per cent from 
FFr17.57 to FFr18.73. 

The chief currency problem for 
Rhdne-Poulenc was the US dol- 
lar’s decline against the French 
franc. 

Most of the group’s recent 
earnings growth has been in the 


US, reflecting the switch in strat- 
egy away from Its old bulk chem- 
icals Interests towards more prof- 
itable health-care businesses 
under the chairmanship of Mr 
Jean-Rene Fourtou. 

After the share sale, the state’s 
direct voting rights will be 
reduced from 77.5 per cent to 45 
per cent 

However the government will 
still exercise indirect control 
through the stakes owned by 
other state-controlled institutions 


including the Credit Lyonnais 
bank and Assurances General es 
de France insurance group. 

The partial privatisation has 
been Interpreted by some observ- 
ers as a stepping stone towards 
full privatisation for Rhdne-Poul- 
enc. 

The chances of this will rise if 
France’s right wing opposition, 
which appointed Mr Fourtou as 
chairman six years ago, returns 
to power after next spring’s gen- 
eral elections. 


GPA to 
ask banks 
to change 
covenants 

By Roland Rudd In London 

GPA Group, the aircraft leasing 
company, will today ask more 
than ioo bftwirg to change the 
covenants in its borrowing 
agreements so that they are 
cash-flow related instead of 
being linked to equity and prof- 
its. 

The request is part of the 
group’s financial reorganisation, 
which also includes a request to 
its banks to defer repayment of 
i up to 5900m (£59 6m) of bank 
debt until September 1996. 

GPA’s bank creditors, who 
meet today at the InterContinen- 
tal Hotel in London, will hear 
that Mr Maurice Foley, deputy 
chairman, has put off Ms retire- 
ment for a second time, to 
become GPA’s project coordina- 
tor. 

Bank creditors - whose loans 
are frilly secured on aircraft - 
may be relieved that they are 
being asked to make relatively 
modest concessions in the 
restructuring. 

However, holders of GPA’s 
$1.5bn (£900m) unsecured debt, 
mostly in the form of bonds and 
medium-term notes, are not 
expected to be asked to make 
any substantial sacrifices in the 
restructuring. 

One banker said he thought it 
would be fairer if both the b anks 
and the unsecured creditors 
made sacrifices. However Mr 
Foley said: “It is important that 
we honour our commitment to 
them [the unsecured creditors] 
since we may wish to tap the 
capital markets next year.” 

GPA expects to breach borrow- 
ing covenants because of the 
deterioration in its trading per- 
formance and tiie company’s fail- 
ure earlier this year to raise 
SSOOm in its aborted flotation. It 
therefore wants the covenants in 
its borrowing agreements to be 
based on cash flow. GPA 
reported 8285m net cash flow 
from leases - after the deduc- 
tion of Interest - in the year to 
March 1992. 

A number of GPA’s bankers, 
contacted by the Financial 
Times, said they recognised they 
would have to take the first step 
In restructuring the group. How- 
ever, some bankers are con- 
cerned about how GPA intends 
to deal with its obligation to 
make a 81.51m repayment in Sep- 
tember 1996. 

GPA said agreement with 
banks is partly dependent on 
agreement with manufacturers 
to postpone deliveries of up to 
200 aircraft doe in the next two 
years. 


The property developer is shrinking almost to insignificance, writes Bernard Simon 


Creditors shake 
Olympia & York 
to its foundations 
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SBC sets 
deadline for 
payment 
of debt 

By Barnard Simon in Toronto 

OLYMPIA & YORK’S efforts to 
keep its US operations out of 
bankruptcy protection are again 
being threatened by disgruntled 
creditors. 

Swiss Bank Corporation has 
extended until tonight a deadline 
for 0&Y to pay CS$8m which it 
owes under a letter of credit 
related to one of its New York 
properties. 

The bank had earlier set a 
deadline of 1pm last Friday. 

In a separate action. Battery 
Park Holdings (BPH), which Is 
partly owned by Toronto's Bronf- 
man family, has filed a suit to 
recover US88.5m in overdue debt- 
service payments from the World 
Financial Centre, 0&Y*s flagship 
development in lower Manhat- 
tan. 

BPH is also claiming US$75m 
in capital which it alleges was 
improperly withdrawn by O&Y 
from the World Financial Centre 
to support less healthy 
operations elsewhere within its 
empire. 

OAT’S 25 US buildings, most of 
them in New York, are the only 
part of the iteii^wann empire 
which remain outside court pro- 
tection. 

The company has indicated 
that it will file for protection 
under Chapter 11 of the US bank- 
rutpey code if either Swiss Bank 
Corporation or Battery Park 
Holdings attempt to enforce 
their claims. 

Other creditors have so for 
stopped short however, of forc- 
ing O&Y into the time-consum- 
ing and complex Chapter 11 
route. 

Most have preferred either to 
resolve their claims through 
negotiation or have derided to 
adopt a wait-and-see attitude. 


S ome traditions at Olympia 
& York's elegant head office 
on the 28th floor of Toron- 
to’s Exchange Tower have been 
-maintained since the world's big- 
gest property developer filed for 
bankruptcy protection seven 
months ago. 

A small kitchen still prepares 
lunch for Paul and Albert Reich- 
mann, O&Y’s founders, and a 
waitress still delivers the meal to 
their offices on a silver tray. 

But much else has changed. 
O&Y, known in its heyday as an 
aggressive, family-run developer 
always on the lookout for the 
next pioneering deal, is rapidly 
shrinking to an inconspicuous 
property manager controlled by 
penny-pinching creditors. 

Creditors’ influence Is perva- 
sive, from the welter of informa- 
tion which has been prised out of 
the once-secretive Reichmanns. 
to the absence of the fresh flow- 
ers which used to adorn the 
receptionist's desk at head office. 

The full extent of creditors’ 
power became clear last week 
when O&Y agreed to what 
amounts to an orderly liquidation 
of some of its most prized assets. 

Responding to a groundswefi of 
protest against its latest debt-re- 
structuring plan, the company 
asked creditors to postpone of a 
series of meetings due to start on 
November 25. 

Thirty-four creditor groups 
with claims totalling C$8.6bn 
(USJ7bn) were due to vote on the 
restructuring proposals at the 
meetings. 

But it was clear by early last 
week that several key groups, 
notably those with well-secured 
claims against specific O&Y 
buildings, would reject the plan 
outright. 

The creditors agreed to put off 
the meetings until mid-January, 
but only on condition that if they 
then turn down any revised pro- 
posals O&Y comes up with, they 
will be free to seize their collat- 
eral 

Some groups of lenders have 
already begun interviewing new 
managers to take over the main- 
tenance and letting of buildings 
from O&Y. Among those likely to 
be seized in coming months are 


the 72-storey First Canadia n 
Place in the heart of Toronto’s 
financial district, and the nearby 
6&etorey Scotia Plaza. 

Under the next restructuring 
plan, to be filed by December 15, 
the Reichmanns are expected to 
cede control of the company’s 
equity to its unsecured and 
under-secured creditors. 


These creditors’ hopes of get- 
ting their money back rest on an 
upturn in the North American 
commercial property market, 
especially in New York and 
Toronto, and an improvement in 
the fortunes of O&Ts key non- 
property investments, newsprint 
maker Ab itibi-Price and Gulf 
Canada Resources. 


The past seven months have 
been humiliating for the Reich- 
manns. They have lost the bulk 
of their fortune and their reputa- 
tion as far-sighted businessmen 
has taken a battering. 

O&Y in its heyday had an 
Image of a prudently-managed 
company whose owners com- 
bined vision flair, and made 
a point of keeping their promises. 

But the light shone on to O&Y 
since May has revealed some- 
thing different: a disorganised 
tangle of companies with a 
highly centralised management. 

As a result, creditors’ attitudes 
towards the Reichmanns have 
hardened. Much effort over the 
past seven months has gone into 
tracking down the family's assets 
and making sure i fiat they pay as 
much as possible towards the 
costs of keeping O&Y afloat. 

As one creditor's lawyer put it 
a few months ago: “We don’t 
want their houses, but we want 
just about everything else.” 

The disillusionment of O&Ys 
lenders has also cast a pall over 
the rest of the North American 
property finance market Inves- 
tors now insist on tighter protec- 
tion in loan covenants, such as 
channelling rents to a trustee 
who would be responsible for 
debt-service payments. 

The Reichmanns’ worth now 
consists largely of a 20 per cent 
equity stake in their debt-bur- 
dened US properties, some small- 
ish privately-held Canadian 
buildings and their original 
Toronto floor-coverings business. 

Paul and Albert Reichmann 
still come Into the office on most 
days. Mr David Brown, CAY’S 
chief legal adviser, says: "We’re 
ho noring ideas off them all the 
time, almost on a daily basisL” 

O&Y is now run however, by 
Mr Gerald Greenwald, the former 
Chrysler vicechairman hired last 
April as president. Mr Steve 
Miller, another ex-Chrysler man 
who Is now a partner at the New 
York investment bank James D 
Wolfensohn, spearheads the 
restructuring negotiations. 

O&Y’s executives and advisers 
may bounce ideas off the Reich- 
manns. But the orders these days 
come from the creditors. 


From crisis 
management to 
the next Budget 


PERHAPS, just perhaps, Mr 
Norman Lamont is freeing 
himself from months of crisis 
management. 

The rebalancing of economic 
policy forced by Britain's exit 
from the European exc h a n ge 
rate mechanism reached a 
politically satisfactory conclu- 
sion for the chancellor with the 
unveiling of the government’s 
spending plans and emergency 
fiscal package in the Autumn 
Statement 

Monetary policy is being con- 
ducted in calmer conditions, 
with both the financial mar- 
kets and UK authorities seem- 
ingly content to wait and see 
how sterling's large devalua- 
tion and the sharp 300 basis 
point cut in hank base rates 
since September will affect 
activity and inflation. 

Although each day seems to 
bring a succession of gloomy 
announcements about redun- 
dancies, there is a sense that 
the worst may be over. Last 
Friday, Gallup, the market 
research company, suggested 
that the recent steep foil in 
consumer confidence had bot- 
tomed out 

So, assuming he is not pre- 
paring to leave the Treasury in 
an end-year cabinet reshuffle, 
Mr Lamont should now be 
looking ahead to bis next Bud- 
get in March. It would odd if he 
were not weighing the pros 
and cons of tax reform. 

When Mr Lamont became 
chancellor two years ago, it 
was widely expected that he 
would follow in the footsteps of 
Mr mow Lord) Nigel Lawson as 
a reformer of Britain's complex 
tax system. 

He showed an interest in tax- 
ation when responsible for the 
Inland Revenue as financial 
secretary to the Treasury In 
the 1980s. One of his first acts 
as chancellor was to appoint 
Mr Bill Robinson, the former 
head of toe independent Insti- 
tute for Fiscal Studies, to be 
his special adviser In the Trea- 
sury- 

The chancellor is known to 
be a supporter of fiscal neutral- 
ity: that is a tax system that 


does not distort the workings 
of market forces or discrimi- 
nate against specific groups. 
Over toe past two years, he has 
also shown himself to be a 

lf«y»p fiscal inno vator. 

He decided that the spring 
Budget, which is concerned 
with revenue raising, and the 
Autumn Statement, covering 
government spending, should 
be merged into a unified 
annual budget from December 
1993. Although fraught with 


administrative difficulties, this 
move brings Britain’s budget 
practice into line with that of 
other countries and should 
make the UK’s public f i n a n ces 
more transparent to the voter. 

Mr Lamont also reformed the 
annual public expenditure 
round this year. By introduc- 
ing a new '‘control total” for 
government expenditure, 
which could not be breached in 
tbe negotiations on spending 
between the Treasury and the 
spending departments, he 
imposed a tougher discipline 
on the spending round and 
probably helped ministers to 
channel spending more effec- 
tively to priority areas. 

But toe chancellor's record 
on reforming taxes has been 
patchy. “The past two years 
have seen tax policy appearing 
to be determined by pressure 
from interest groups rather 
than Lawsonian principles of 
tax neutrality,” says Mr 
Andrew Dilnot, director of toe 
Institute for Fiscal Studies. 


Mr Lamont’s new 20 pence 
income tax band in this year’s 
pre-election budget offended 
purists. Although politically 
astute, it added to the complex- 
ity of toe tax system. The 
chancellor's decision this 
month to raise for a limited 
period allowances for invest- 
ment in plant and machinery 
to 40 per cent from 25 per cent 
drew criticism for benefiting 
only those companies that pay 
corporation tax. 


In one respect, next March 
would be a good moment for 
Mr Lamont to put his stamp on 
the tax system. As Lord Law- 
son has noted in his memoirs 
(The View from Number ll. 
Bantam Press £20), the first 
budget after an election is a 
good time to bring in sweeping 
changes. Tbe chancellor of the 
day has an opportunity to 
introduce reforms which might 
be difficult later, either 
because they would be too con- 
troversial or because it would 
take too long for their benefi- 
cial effects to be felt before vot- 
ers again go the polls. 

The classic objectives of the 
tax reformer should be to pro- 
mote economic efficiency, fair- 
ness and administrative practi- 
cality. On this basis, there is 
no shortage of scope for reform 
in Britain. 

• Britain’s corporation tax 
system, for example, penalises 
many companies by requiring 
them to pay the equivalent of 
basic rate income tax on dm- 


Economics Notebook 

By Peter Norman 


dends paid to shareholders. 
Not all companies can fully off- 
set these payments to the 
Inland Revenue against their 
UK corporation tax liability. 

• The interaction of the 
income tax and national insur- 
ance contributions is another 
area where reform would be 
desirable. The coexistence of 
the two systems means that 
someone earning, say, £27,000 a 
year pays a lower marginal tax 
and average tax rate than 
someone earning £20,000. 

• Anomalies also arise in the 
tax treatment of savings and 
from the relatively narrow 
range of products on winch 
value added tax is levied. 

But manifesto commitments 
and election promises have 
ruled out many moves such as 
broadening toe VAT base to 
items such as food or chil- 
dren’s clothing. A more press- 
ing problem facing Mr Lamo nt 

is lack of cash. 

The Autumn Statement sug- 
gests that the public sector 
borrowing requirement could 
reach £44bn in 1993-94. Many 
independent forecasters are 
more pessimistic. 

Certainly, no one should put 
too much faith in the medium- 
term assumptions for the UK 
economy which are tucked 
away In the footnotes of the 
Autumn Statement The fig- 
ures, implying that Britain 
could grow by a real 3.8 per 
cent in 1994-95 and 3.5 per cent 
in 1995-96, are not based on an 
up-to-date judgment of eco- 
nomic conditions. They are 
projections taken from the 
Budget “red book” of last 
March and adjusted for 
changed inflation expectations 
following sterling’s float 

Tax reform is best carried 
out when the state is flush 
with funds and able to compen- 
sate the losers from any 
change. Mr Lamont will not be 
In that position next March. 
Indeed, his first Budget after 
toe election will more likely be 
a test of whether the chancel- 
lor’s tax reforming instincts 
can overcome his need to raise 
revenue. 


NatWest 
Bancorp 
sees record 
profits 

By John Gapper, Banking 
Corracpondent 

NATWEST BANCORP, the US 
subsidiary of National West- 
minster Bank, is likely to 
make a profit after tax of more 
than 3130m this year, accord- 
ing to Mr John TugweU, chair- 
man of the US business. That 
would be the US business’s 
highest-ever yearly profit after 
tax. 

Mr Tngwell also dismissed 
widespread expectations that 
NatWest may soon sell its US 
subsidiary. 

He said that National West- 
minster was unlikely to sell 
NatWest Bancorp in the 
short-term, and would instead 
build it through selected 
acquisitions. 

“Now we are making more 
money than in the UK, why 
would you sell your profit 
jewel?” 

Mr TugweU said NatWest 
Bancorp, which has been 
recovering after two years of 
substantial losses due to bad 
debts in 1989 and 1990, was 
likely to outstrip the net prof- 
its of $l30m made in its most 
profitable year of 1987. 
Between 1989 and 1991, it 
Incurred cumulative losses of 
5860m. 

Mr TugweU said a decision 
on whether to sell or remain 
in toe US market was likely 
only when NatWest Bancorp 
had been expanded. 

The bank made a total net 
profit of $105-5m in the first 
three quarters of this year, 
including S39.4m in the third 
quarter. 

Its assets have been expand- 
ing gradually as it has made a 
series of small acquisitions, 
and they now stand at S22£bn, 
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Vancouver quotation ended after inquiries into UK share pledge 

Western & Pacific delisting 


Disposals substantially erode 
Ldn & Metropolitan losses 


By Peggy Hollinger 

A COMPANY closely 
associated with natural 
resources entrepreneur Mr 
Clive Smith has left the Van- 
couver Stock Exchange follow- 
ing inquiries from officials 
over transactions involving its 
shares in the UK. 

Authorities in Vancouver 
suspended trading in the com- 
pany. Western & Pacific, in 
October, pending clarification 
of the pledge of Western shares 
as security to a UK company. 

They were concerned follow- 
ing articles in the British 
media stating that a 
substantial shareholder in 


Interest in 
National 

Express 

THERE HAS been considerable 
public interest in the Dotation 
of National Express, the sched- 
uled coach service operator, 
which is expected to price its 
shares tomorrow at between 
160p-170p, valuing the group at 
about £60m, writes Andrew 
Bolger. 

More than 7,000 people have 
called a freephone line to regis- 
ter for a mini-prospectus for 
the flotation, many more than 
the company's advisers had 
expected. The flotation will be 
through a placing and offer for 
sale, with 25 per cent of the 
shares being offered direct to 
the public. 

Clyde Blowers 
£141,000 in red 

After reorganisation costs of 
£152,000, Clyde Blowers ran 
into a pre-tax loss of £141,000 in 
the year ended August 31 1992, 
against a profit of £254,000. 

Although turnover rose to 
£4.63m (£4.34m) there was a 
swing from an operating profit 
of £93.000 to a deficit of 
£253,000. However, increased 
investment income of £263,500 

(£161,000) cut that to £10,000, 

before the reorganisation costs. 

The overall result was “very 
much as anticipated'* consider- 


Western had pledged the 
shares following a loan 
transaction involving 
cooking manufacturer. Belling, 
which went into receivership 
in May. 

The stock was security for a 
$2m advance fee payment 
made by Belling last year, in 
return for a promised loan of 
SSOm from a third party. Global 
Prospect Funding, a New- 
castle-under-Lyme company. 
Belling borrowed the S2m from 
its own pension fimd- 

Tbe $50m loan was never 
made, and the Western shares 
were eventually given as col- 
lateral for the $2m in April. 
Soon after they were pledged, 


mg the scale of the reorganisa- 
tion. said the directors. 

The year past had been, and 
the current term would con- 
tinue to be, a period of signifi- 
cant change for the company. 

Losses per share worked 
through at 4.76p (earnings I8p). 
However, the dividend is held 
at 7jp, the final being 7.07p, 
payable January 13. 

Downturn at 
F&C German Inv 

Foreign & Colonial German 
Investment Trust reported net 
asset value lower at 105 -2p on 
September 30. against HOAp at 
March 31 and I07.1p a year ear- 
lier. 

Mr David Thomson, chair- 
man. said that although Ger- 
many performed better than 
other European bourses the 
performance was disappoint- 
ing. However most of the fells 
were offset by sterling’s 
decline against the D-mark. 

Net revenue for the six 
months to the end of Septem- 
ber was £320.000 (£350,000) for 
earnings per share of O.Slp 
(0A9p). 

F&C Euro trust 
improvement 

At September 30 1992, net asset 
value of Foreign & Colonial 
Eurotrust was 161.5p, a rise of 
1.7 per cent over the 15&8p of a 
year earlier. 

Total revenue for the year 
increased from £2.64m to 


the value of the shares fell 
from an estimated C$l.75m to 
about £200.000. 

The shareholder which 
pledged the stock was Finchley 
Investments, an Isle of Man 
company administered from 
Jersey, which Mr Smith has 
often used to handle some of 
his investments. Western & 
Pacific is also 18.6 per cent 
owned by Newsham Invest- 
ment another vehicle for the 
Smith family interests. 

The Vancouver authorities 
also questioned the company 
as to the extent of Mr Smith's 
involvement with Western & 
Pacific. 

After several meetings 


£&53m, and net revenue came 
to £865.000 (£826,000). That 
equalled earnings per share of 
L47p (1.6lp) and the dividend 
is stepped up to 1.23p (1.18p), 
payable on December 23. 

Mclnemey losses 
reduced to l£1.2m 

Mclnemey Properties, which 
builds private houses in 
Ireland and leisure related 
activities in Spain and Portu- 
gal, cut its pre-tax loss from 
I£2.45m to l£lJ2m, or £1.3m, 
over the first half of 1992. 

The second half will show 
some loss. Expectation of more 
stable markets in 1993 should 
enable the group to reap the 
benefits of the recent financial 
restructuring and hasten the 
return to profitability, which 
should come In 1994. 

Exceptional charges of 
£300,000 were made this time. 
Provisions covered possible 
increased future costs which 
might arise from recent cur- 
rency movements, and costs 
relating to the financial 
restructuring. 

Turnover In the half year 
came to l£L5m (I£14m). while 
losses per share declined to 
2.13p (3.93p). 

Restructuring on the,, 
cards at John Foster 

John Foster & Son, the mohair 
and worsted spinner, reports a 
substantially increased loss for 
the first half, sees further 


towards the end of October. 
Western & Pacific eventually 
decided to delist from the VSE. 
It retains its listing on NAS- 
DAQ in the US. where most of 
its shares are traded. 

Western & Pacific came to 
the VSE in 1991 through the 
reverse takeover of a shell 
company Nor-Quest. Some 
months later Western pur- 
chased Montana Mining Prop- 
erties, one of the founders of 
Butte Mining. Cash-strapped 
Butte has launched litigation 
alleging fraud and misrepre- 
sentation by more than 70 
defendants, including Mr 
Smith, who is contesting the 
action. 


losses in the second, and is 
making management changes. 

On the news on Friday the 
share price fell 6p to 32p. 

Mr Barry Spencer, who 
joined the board in September, 
is to become chairman with 
immediate effect in place of Mr 
Victor Watson, who remains a 
non-executive director, and Mr 
Peter Giles has become a direc- 
tor and chief executive. 

Mr Spencer was formerly 
chairman at Parkland Textile 
and Mr Giles has considerable 
experience in turn-around situ- 
ations. They will undertake a 
review of all operations which 
will lead to a significant 
restructuring. 

In the half year ended 
August 28 1992 turnover came 
to £10m (£l0.4m) and the oper- 
ating deficit to £i.7m (£L04m). 
Profit on sale of land was only 
£66,000 (£l-Q2m) and there were 
restructuring costs of a subsid- 
iary of £249.000 (nil), pushing 
the pre-tax loss up from £28.000 
to £1.9m. 

Losses per share rose to I6.9p 

(0-2p). 

Boscombe Property 
half time surge 

With gross rental income ris- 
ing 9 per cent to £434,000, Bos- 
combe Property lifted pre-tax 
-profit from £183,000 to £275,000 
for the six months ended Sep- 
tember 30 1992. 

Earnings per share surged 
from 134.98P to 2O3.09p. and the 
interim dividend Is increased 
from 80p to lOOp. 


Waste 

Management 
in £29m 
French deal 

By Richard Gourfay 

WASTE MANAGEMENT 
International, has bought 75 
per cent of Environnement 
Service SA, for FFr 235m 
(£28.73m). 

Environnement Service pro- 
vides solid waste collection 
and disposal and industrial 
cleaning services, and Is a sub- 
sidiary of Deriche bourg Hold- 
ings. 

It is involved In commercial 
collection throughout Paris, 
commercial collection else- 
where in France and has 
recently received a landfill 
permit near Nice. 

Derichebourg says sales at 
Environnement Service in the 
nine months to September 
were FFr 325m (£39.73m). 

Mr Edwin Falkman, WMTs 
chie f executive, said Environ- 
nement Service would allow 
rapid expansion of the group’s 
presence throughout France. 

WMI is 80 per cent owned by 
Waste Management of Chi- 
cago. 


Murray Johnstone 
wins two contracts 

Murray Johnstone, the fund 
management group, has won 
two substantial North Ameri- 
can management contracts, 
one a $12 -8m ethical fund and 
the other a C$28m interna- 
tional hood fund. 

The ethical fund, Global 
Equity Fund, is the first world- 
wide ethical fund to be offered 
to US investors and will avoid 
investment in companies 
involved In nuclear power, 
alcohol/tobacco, weapons 
systems and South Africa. 

Murray Johnstone was 
awarded the management con- 
tract by Calvert Group, the US 
mutual fond group which spe- 
cialises in ethical, or “social 
screening” investment 

Investors Global Bond Fund, 
for Canadian investors, is an 
open-ended mutual fund con- 
centrating on a high running 
yield via investment in AA- 
rated Government and com- 
pany bonds. 

Murray Johnstone group 
controls funds totalling 
£3.7bn. Including $630m for 
North American clients. 


By Vanessa Houlder, 

Property Correspondent 

LONDON & Metropolitan, a 
troubled property company, 
has reduced its pre-tax losses 
from £K96m to £4.44m for the 
six months to June 30. 

L&M, which reported pre-tax 
losses of £100.3m in 1990 and 
£26m in 1991, underwent a 
financial restructuring in 
March 199L This summer its 
Hanks e xt end e d their loans and 
working capital facilities until 
June 1993. 

Its latest accounts, which 


By Paul Cheesoriflht, 

Midlands Correspondent 

FOSTER Menswear, owned by 
its management after a £1 
buy-out from Sears last Sep- 
tember, has given Your Price, 
its loss-making chain of dis- 
count clothing stores, to Mr 
David Tucker, chairman of Be- 
Wise, another discount retail- 
ing r-hain. 

T didn't pay anything for it 
I got given it,” said Mr Tucker 
as he explained that the 85 
stores of Your Price would be 
run as an independent com- 
pany. He set up a new com- 


revealed a negative net worth 
of £44m, were qualified by its 
auditors, Touche Ross. They 
were prepared oh a going con- 
cern basis which was depen- 
dent on the group's ability to 
meet working capital projec- 
tions in the UK and to secure a 
refinancing of leisure develop- 
ment in the South of France. 

in the half year there was an 
operating profit of SL35m, com- 
pared with a loss of ElO-Sm. 
The company said the improve- 
ment will not be representative 
of the full year, since it 
does not anticipate any 


pany, funded by himself with 
£100,000 of equity, to take over 
Your Price. 

Mr Tucker is buying from 
Sears, for 22.2m, the freehold or 
20 Your Price stores. Owner- 
ship of the remainder is in the 
hands of institutional land- 
lords. But the Your Price 
leases on the stores have been 
assigned to Mr Tucker’s new 
company at a reverse premium 
- that is, Foster paid Mr 
Tucker to take them. 

Mr David Carter-Johnson, 
managing director of Foster 
said; “In six weeks we have 
successfully sold on the only 


large disposals. 

The results benefited from 
the completion of the sale of 
part of a site in Reigate to Safe- 
way. The company also sold 
three office buildings in Man- 
chester to an Enterprise Zone 
Investment Trust for £llm and 
a 51,000 sq ft Chancery Cham- 
bers city centre office site to an 
overseas investor. 

Further, unspecified provi- 
sions were made against the 
carrying value of other proper- 
ties in the portfolio. 

Losses per share fell from 
26p to 6Bp. 


fringe business we have." Your 
Price stores, with turnover of 
£18m, are generally half the 
size of the 250 Foster clothing 
stores, which collectively pro- 
duce yearly sales of £100m. 

Passing Your Price on to Mr 
Tucker means that Foster has 
cut off a loss-maker. “The 
major basis of the mho is cost 
reduction.” said Mr Carter- 
Johnson. 

The combined Foster-Your 
Price business cost Sears £30m 
in two and a half years. But Mr 
Carter-Johnson said the mbo 
company should make a small 
profit in its first year. 


CROSS BORDER M&A DEALS 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

COMMENT 

International 

Hadaslandsn Groop 
(NefiMr lands) 

Banque Bruxelles Lambert 
(Belgium) 

Banking 

£1.3bn 

Bid plan 
withdrawn 

CanWost Global 
Communications (Canada) 

Television and Telecastera 
(Australis) 

Broadcasting 

£106m 

Can West leads 
consortium 

Howard Smith (Australia) 

Alexandra Towing (UK) 

Tugboats 

£52m 

Conditionally 

agreed 

International Distillers 
ft Vinters (UK) 

Gonzales Byass (Spain) 

Drinks 

£40m 

GrandMet takes 
30% 

IDV (UK) 

Buton (Italy) 

Drinks 

£21 m 

GranMet takes 
33.8% 

AT&T (US) 

Telia' (Poland) 

Telecoms 

equipment 

£18.5m 

Western buying 
start in sector 

Sun Chemical Corp 
(US) 

Usher-Walker (UK) 

Inks 

£lA8m 

Agreed bid in 

UK arm 

Wotaoley (UK) 

US supply (US) 

Plumbing 

products 

£8.7m 

BTR disposal 

KhigfialMr (UK)/ 

Staples (US) 

JV 

Office 

supplies 

£8m 

Targ effing 

fragmented 

market 

Nestle (Switzerland) 

Clarke Foods (UK) 

Foods 

n/a 

Buy from 
receivers 


NEWS DIGEST 


Your Price changes hands 


Notice of Noteholders Optional Redemption 

U.S. $30,000,000 

Fokus Bank A/S 

(Incorporated in the Kingdom of Norway with limited Rabflrty) 

Floating Rate Subordinated Notes Due 1997 

Noteholders are advised that in accordance with Condition 5(e) of 
the above Notes, the Notes may be redeemed at the Option of the 
Holder on the Interest Payment Date falling on January 21, 1993 St 
their Principal Amount. Payments will be made in accordance with 
Condition 4 of the Notes against surrender of the Notes together with 
aB Unmatured Coupons at the offices of any of the Paying Agents 
listed below. Notes and Coupons will become void unless presented 
for payment within a period of 12 years and 6 years respectively from 


the Optional Redemption Date. To exercise such Option the 
must deposit such Notes accompanied by a completed form of 
election with any Paying Agent mentioned below during the period 
beginning November 23. 1992 and ending December 8, 1992. The 
Fomi of Section Notices are obtainable from any Paying Agent The 
Notes have a minimum Interest Rate of 5K%. Noteholders should 
take the appropriate tax advice when deciding whether to exercise 
the Option re fared to above. 

PRINCIPAL RAYING AGENT 
The Chase Manhattan Bank, NJL 
Wodgate House, Coleman Street 
London EC2P2HD 

RAYING AGENTS 

Chase Manhattan Bank CrtJdlt Lyonnais Belgium 
Luxembourg SA Avenue Mam lx 1 7 

5 Rue Ptaetis 8-1 050 Brussels 

L-2338, Luxembourg Grund 


Chase Manhattan Bank 
(Switzerland) 

63 Rue du Rhdne 
CH-1 204 Geneva 


Chase Manhattan Bank 
(Switzerland) 

24 Ge nf er s tr a sse 
CH-8027 Zurich 


By: The Chase Manhattan Bank, N A. 

London, Principal Paying Agent 
November 23, 1992 


CHASE 


Notice to Lombard Depositors 


The following interest rates will apply from 23/1 1/92 


When rha balance s 
less then £5.000 


When [he balance 6 
es.000 and above 


GROSS % PA 

GROSS CAR % PA 

2.50 

2.52 

6.00 

6.14 


CHEQUE SAVINGS ACCOUNTS dwsctiJH 


When the balance is 
C! 000 - £4.999 

When the balance is 
£5.000 and above 


GROSS A> PA 

GROSS CAR », PA 

1.00 

1.00 

3.50 

3.55 


Tno above gto?s rams assume no deducted at taste rale income u» 

The L-omoeundod annual «3te (CAR) IS OCtinvod il [he quartorty ntorosi cnjtftod 
is not withdrawn 


| Lombard 

SEL The Complete finance Sendee 


Deposit Accounts 


Lombard North Central PLC 
L;-ib3rd Hcjst 3 Hrinctts Way. ResJiill 
CarrtyRHl IMP Te'c 073T 77SSS1. 


retmt+r -» m« Na':C"Ol .Vuir 



A seven year record of successful forex 
forecasting daily. Commentaries, forecasts, 
recommendations & charts from London 
and New York. 

FREE TRIAL — FREE TRIAL 

TEL: +44 01 9438316 FAX: *44 81 9430469 


DERIVATIVES 


The FT proposes to publish this survey oa 

December 8 1992. 

This survey will provide a review of current 
products and technologies, along with 
analyses of credit and legal issues, and a 
sophisticated investor’s guide to products and 
terminology. 

For advertisement rates and deadlines, call 
Tim Hart 
in New York 
Tel: 212-752-4500 
Fax: 212-319 0704 
or 

Jeremy Baulf 
in London 
Tel: 071-873-4026 
Fax: 071-873-3078 


FT SURVEYS 


First Union Corporation 
U.S. $150,000,000 
Floating Rate 
Notes due 1996 

The race of interest per annum 
on Fine Union Corporation's 
U.S. $150,000,000 Hoatjnfi 
Rate Notes due 1996 far the 
interest period beginning 
20ih November, 1992, .ind 
ending 22nd February, 1993, 
chc next interest: payment dace, 
will be 4.0625%. The amount 
of interest payable for such 
interest period on each $10,000 
principal amount of the Notes 
will be $106.08. 




Company. London Apcnt Bank 


NOTICE TO THE HOLDERS OF 
ITL 75,000,000.000 

Banque Paribas 

f the “Bankm 

5% Variable Redemption 
Notes due 1993 

In accordance with Conditions 6(h) 
and 11 of the 7terms and Conditions 
notice is hereby given that the 
Notes have been purchased by the 
Bank and that the issue will no 
longer be listed on the Luxem- 
bourg Stock Exchange. 

For and on behalf of the issuer 
Banque Paribas Luxembourg 
Soci&£ Anonyme 


CONTRACTS & TENDERS 


PUBLIC NOTICE OF TENDER 

The Government of the Republic of Lithuania 
oflen for sale by ope* leader 

Klaipeda State Tobacco Company 

55% of equity offered for sale far the priv a t teo t i aB of the Uthwaitti tobacco industry. 
Tender period begins November 27, 1992. For farther rafonnnrioc about the tender 
process or ibe IbvcsudcbI opportunity, or to obulo tender applications, phase cootaa 
Todd Thomson or Joseph SaMutli ot 

iSJ® Peat Marwick 

POLICY ECONOMICS GROUP 

nffldal advfson to the Government of the RepubUe at Uthnanb 


2001 M Street NW 
Washington, DC 20036 
TcL- 202-467-3333 
Rue 202-728-0546 


4 Gagarina Str. 2001 Vilnius 
Republic of LiihnnU 
Tel: (70122)620896 
Pax: (70122)226065 


The eaBkaa of Ab mmcni hate bcea ^ p rov ed far the puipmuj of Sectioa 
97 or ibe FI nasal Serried Act 1986 by KFMG Pew Msrrtck. which b 
reiboriied \rf lbe faiBnaa af dartered A auuu Mi is Bggkai end Wike la 
any oa faraaneai baaaas. 



This week's topics: 

Asians Tech Quest : Special Report 
How WcklngAftxxid Trade Pays Off 
Behind Guiiess Peatfs Big Sfip 
VVhat Executives of Cfintan 

Gianni AgneBPs Last Hurah 

(For subscriptions: From UK call 0628 • 23431) 

Now available at your newsstand! 


BusinessWssk International 
14, av d'Ouchy, CH-1006 Lausanne Tel. 41-21-617-4411 
For subscriptions call UK 44-628-23431 Hong Kong 852-523-2939 




NOTICE TO BONDHOLDERS 

Lavoro Bank Overseas N. V. 

U.S. $150,000,000 
10% Guaranteed Bonds due 1995 

Id accordance with Condition 7(c) of the Itenna and Conditions of the 
above issue and in compliance with the provisions of the Fiscal Agency 
Agreement, notice is hereby given that all the outstanding Bonds will be 
redeemed on December 15. 1992. 

Payment of the principal amount of the Bonds will be made upon 
presentation of the Bonds with Coupon No. 5 and following at t a ch ed, at 
the offices of the Fiscal Agent or any of the following Paying Agents:- 

F it eel mad Principal Paging Agent 
Banque Paribas Luxembourg 
10A Boulevard Royal 
L-2080 Luxembourg 

Paging Agent* 

Banque Paribas Morgan Guaranty Trust Company of New York 

3 rued' An tin Avenue des Arts 86 

F-75002 Paris B-1040 Bruxelles 


Morgan Guaranty Trust Company of New York 
GO Victoria Embankment 
GB-London EC4Y 0JP 

Luxembourg, November 23, 1992 


Swiss Bank Corporation 
1 Aeachenvorstadt 
CH-4002 Basle 



REPUBLIC OF ICELAND 
U.S.$1 00,000,000 Floating Rale Notes Due 1994 

Notice is hereby given that the iota of interest hen bee n fixed ot 4.025% 
ond lhat the Intel ml puyuble on the relevant intend payment date. May 
24, 1 993 against Coupon No. 8 in rasped of US$1 0,000 notnind afflw 
will be USS203.49. 


November 251 1992, London 
B)c Gftonlc NA (teuerSerwcesj, Agent 8onfc GmBANO&jj 


■ FUTURES? AX - 


recommendations with 
targets, stoplosses and illustrated charts. 

Ddtis-m Offer* Td. 0223 356251 Fa 0223 329X6 
faKttacatRBOfdiafCttMdflcUd. AMcmfaersf IMK> 


Hill Samuel Overseas Fund 

SICAV . 

Luxembourg. 1 1 , rue Aidringen 
R.C. Luxembourg N° B 8422 

Notice of Annual General Meeting 

Notice is hereby given dint the Annual General Meeting of Share- 
holders will be hddatihe registered office of die company on 11 th Decem- 
ber 1992 at 2 JO pjtl with the following agenda: 

Agenda 

1. Submission of the management report of the Board of (he Directors 
and of the report of the Authorized Independent Auditor. 

2. Approval of the annual accounts and appropriation of the results 
as at 30th September 1992. 

3. Discharge to be granted to the Director; for the proper performance 
of their duties for the period ended 30th September 1 992. 

4. Receipt of and action on nomination for election of the Directors 
for a new statutory term of one year. 

5. Election of two additional Directors. 

6. Any other business. ^ 

The shareholders are advised that no quorum is required for the 
items of the agenda and that the decisions will be taken at the simple 
majority of the shares present or represented at the Meeting. Each share 
is entitled to one vote. A shareholder may act at any Meeting by proxy. 

By order of the Board of Directors 


NOTICE TO THE HOLDERS OF 

ITL 42,000,000.000 

Banque Paribas 

(the -Bank”) 

6)4 % Variable Redemption 
Notes due 1993 
In accordance with Conditions 6(h) 
and U of the 'forms and Conditions 
notice is hereby given that the 
Notes have been purchased by the 
Bank and that the issue will no 
longer be listed on the Luxem- 
bourg Stock Exchange. 

For and on behalf qf the tamer 

Banque Paribas Luxembourg 
Socitti Anonyme 


BBL (Cayman) Limite d 
USD 125,000,000 
Guaranteed Floating 
Bate Notes Due 1997 

Interest Rain: 4.33 125 « 

Interest period: 

fiwn 23/1 M2 to 24/D6S3 

Interest payable par 

USD 260,000 Note; USD 5.474.22 

USD 500.000 Notr USD 10.94&44 

By Fop BankfLaxenbeorglSA. 

Agent Bank 


Banque Indosuez 

U.S. $125,000,000 

Floating Rate 
Notes due 1997 

For the six months 20rh Nov- 
ember, 1992 to 20th May, 1993 
the- Nona will carry an interest 
rate of 4. 1875% pet annum and 
coupon amount of U.S. $210.54 
per U.S. $10,000 Note. 

Listed on the Luxembourg Stock 
Exchange 


jg BsakerslhuM 


Company. London Agent Bank 


To TTm Holders of 

Banco Central tie Costa Rica 

US 5*8^11,115 Series A Interest 
CUrtme Bonds Due May 21. 2005 

US 578,435,529 Series B Interest 
Claims Bonds Due May 21, 2005 

NOTICE IS H6HB8Y GIVEN, Biot the im at 
Merest Irani Nav w n no r 23.1932 Btoumi and 
toOudlng February 21. 1993 Is 4.73*378% per 
swum. Merest coupon payable on Februwy 
22. 1993 wU amount to SS382S per $100,000 
nontiwlfaes amount 

Br tankAmertca Thist Company ot Newark 

as Fiscal Agent 


Dated NovamtMf 23, 1892 







Christiania Bank og Kreditkasse 

(Incorporated in the Kingdom of Nonm to ith hmi ltd liability } 

U^l 00,000,000 

Hoofing Rata Senior Notes Due May 1 995 
(of which USJ75,OOO t OOO has been issued as Initial Tranches) 
NofiM b hereby given lhat lbe Rate of Interest has been fixed at 
i 7 1 * *"t "o payable on lbs relevant Interest Payment 

Cfote Mpy 24. 1 993 ogt^ Ctiupon N a 1 6 m resped af US$1 0^ 

I’EESi.SL*" h® USW3083 and in respect of 

USS2 5 Q.OOO nommal of t he Notes wM be US$1 3,27083. 

November 23, 199Z London ‘ , ~~ 

By. Citibank, NA (Issuer Sarvicesj, Agent Bonk Gfl/fiAmQ 
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an !«%' Mercedes excess stocks total 35,000 


•land. 


K 


By Kevin Done, 

Motor Industry Correspondent 

MERCEDES -Benz, . the 
automotive subsidiary of 
Daimler-Benz, has excess 
stocks of around 35,000 cars 
worldwide, according to Mr 
Gerhard liener, Daimler-Benz 
finance director.. 

Mercedes Is bolding stocks of 
around 130,000 cars worldwide 
in its own inventories and at 
its dealers, said Mr Liener, 
compared with a normal level 
of around 95,000. “Our sales are 
going down, our stocks are too 
high and therefore we are cut- 
ting production. 1 ' 

The German car and com- 
mercial vehicle maker is being 
forced to close its domestic 


plants from December 21 to 
January 8 with the elimination 
of 10 production days in order 
to reduce output 

Last week it stopped produc- 
tion at its German commercial 
vehicle plants with the loss of 
four production days, in addi- 
tion to a public holiday. 

Extensive abort-time work- 
ing has been agreed for the 
commercial vehicle plants for 
the first half of 1993, and nego- 
tiations have started for short- 
time working at the Mercedes 
car plants in the first quarter 
of 1993. 

A total of 32 production days 
are to be eliminated at the 
main van and truck plants at 
Dusseldorf and Wfirth in the 
first six months of next year, 


while 19 production days will 
be cut at the Mannheim bus 
plant 

Mercedes car workers are 
taking the extended Christinas 
break in lieu of part of the 
summer holiday, so that the 
company can speed up output 
of the new generation Merced- 
es-Benz 190 executive car 
range, when it is launched 
next June, Mr Liener said. 

By the end of this year the 
Mercedes workforce would 
have been reduced by 12,500, 
be said, and a further 15,000 
job cuts were planned in the 
□ext two years - a total reduc- 
tion of around 10 per cent 

Mr Liener said that the com- 
pany had suffered a “dramatic'’ 
fall in commercial vehicle 


orders booked in Germany 
since July of between 30 and 50 
per cent. 

He said that Mercedes car 
production was expected to foil 
by 7 per cent this year to 
538,000, from 577.990 in l»l.He 
forecast a further decline next 
year to 520,000-530.000. 

Mercedes’ commercial 
vehicle production worldwide 
would fall to 280,000 this year 
from 2964)00 in 1991, and it was 
expected to foil to 270,000 next 
year, he said. 

Mr liener said a “fierce bat- 
tle” for market share was 
being fought in some European 
truck markets, particularly in 
France. “This is a price war 
and the fiercest war is in 
France," he said. 


Tortoise catches up with the hares 

NAB has emerged as Australia’s strongest bank, writes Kevin Brown 

I T WAS all in the body Ian- ■■■'— _ - 1 ■ ■ "I guess you could say v 

guage. In Melbourne, Mr AUSTRALIA'S LEADING BANKS partied long into the night [i 

Don Argus, managing Year ending September 1998 the 1980sl” savs Mr Merce 


I T WAS all in the body lan- 
guage. In Melbourne, Mr 
Don Argus, managing 
director of National Australia 
Bank (NAB), was relaxed and 
chatty as he outlined the rea- 
sons for his bank’s growing 
success. 

A few hundred kilometres 
away in Sydney, Mr Frank 
Conroy, chief executive of 
Westpac Banking Corporation, 
was determined but tense as he 
toughed out questions on West- 
pac’s failures. 

The two men had just 
announced sharply contrasting 
results for the year to end-Sep- 
tember, confirming the dra- 
matic upheaval in Australian 
banking as a result of the fall- 
out from economic recession 
and the loose lending practices 
of the 1980s. 

As Mr Conroy was forced to 
admit, Westpac Is the big loser. 
Only a few years ago it was the 
country's biggest and most 
profitable bank. Boasting the 
slogan “Australia's World 
Bank”, it set out to fight the 
big banks of Europe. North 
America and Japan on their 
own ground. 

Now Westpac is palling in its 
horns, and Mr Conroy openly 
admits that the bank would be 
vulnerable to takeover but for 
federal government regulations 
preventing mergers between 
the top six financial Institu- 
tions. Even that defence will 
disappear if the opposition con- 
servatives win the election 
which must be held by June. 

If the rules do change, the 
most likely bidder is NAB, 
though Mr Argus is playing 
down the prospect He said last 
week that NAB was too busy 
digesting its recent ASl.ltan 
(US$750 .85m) takeover of the 
Bank of New Zealand. 

However, NAB is known to 
have looked at both Westpac 
and the almost equally weak- 
ened Australia and New Zea- 
land Banking Corporation 
(ANZ) as possible targets. 

Most bankers and banking 


Kepco to 
allow foreign 
shareholders 

By John Burton In Seoul 

KOREA Electric Power 
(Kepco), the largest capitalised 
company on the Seoul bourse, 
yesterday lifted its ban on for- 
eign shareholders. 

Overseas investors will be 
able to acquire up to 8 per cent 
of Kepco shares from tomor- 
row, with individual investors 
limited to a 1 per cent holding. 

The shares have risen by 140 
per cent since August In antici- 
pation of foreign investment 

The government, which 
owns 79 per cent of Kepco, 
decided three months ago to 
open Korea’s electricity 
monopoly to foreign invest- 
ment in an attempt to revive 
the flaggin g Seoul stock mar- 
ket. Kepco’s size - it accounts 
for 12.5 per cent of Seoul's mar- 
ket capitalisation - and its 
sharp share price rise has pul- 
led up the rest of bourse. 

The foreign investment ceil- 
ing of 8 per cent of Kepco rep- 
resents 38 per cent of the 
Kepco shares traded on the 
Seoul bourse. 

The government sold 21 per 
cent of Kepco to the public 
through a share issue in 1988. 
Kepco last year reported net 
earnings of Won719bn (J914m) 
on sales of Won5,7Q2bn. 
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analysts think some rationalis- 
ation is inevitable. Even Mr 
Conroy says the four trading 
banks are likely to be reduced 
to three, though he thinks ANZ 
is the more likely target The 
Commonwealth, the fourth 
trading bank, is still in major- 
ity government ownership. 

T he irony is that five 
years ago, NAB looked 
likely to be left behind 
by its more aggressive rivals. 
Under the conservative guid- 
ance of Mr Argus, then credit 
manager, and Mr Wifi Bailey, 
chief executive, the bank 
largely eschewed the rush into 
high-risk corporate lending 
which fuelled Australia’s late 
1980s boom. 

Mr Argus and Mr Bailey 
were suspicious of the large- 
scale treasury activities which 
dominated the other banks, 
preferring to stick to small 
Joans, especially in the 
sector. Tbey did hot get every- 
thing right, however; NAB was 
exposed to several high-profile 
corporate casualties, including 
Mr John Spalvins' Ads team 
group, Mr Alan Bond's Bond 
Corporation Holdings, and Mr 
John Elliott's Harlin Holdings, 
formed to take a large stake in 
Foster's Brewing. 

But NAB has been able to 
extricate itself with less dam- 
age to its balance sheet than 
the other banks, largely 
because it has stuck to a policy 
of loaning against flow 


rather than against commer- 
cial property assets. 

This policy looked cautious 
five years ago, but it has paid 
dividends since the property 
market began to crash in 1990. 
“We are not a property bank,’’ 
says Mr Argus with almost pal- 
pable relief. “We are not inter- 
ested. We never have been." 
Ironically, NAS’s largest single 
write-down, taken in this 
year’s second half, was A$126m 
against its 5 per cent share- 
holding in ANZ. 

NAB reaped the benefit of Its 
conservative strategy this year, 
when it reported a net profit 
after ab normals of A$S75m, 
maintaining its consistently 
profitable record. The bank 
was able to increase interest 
income and cut bad debt provi- 
sions in Australia in spite of 
slow economic growth, and 
would have reported substan- 
tially higher profits but for 
recession-related bad debt 
charges in the UK and Ireland. 

NAB's result was in sharp 
contrast to ANZ, where Mr 
Don Mercer, the Scottish-born 
chief executive who took over 
recently from Mr Will Bailey, 
was reduced to drawing atten- 
tion to his accent as an indica- 
tion that he was unlikely to 
squander shareholders* money. 
ANZ reported a net loss of 
A$S79m after writing off 
A$1.9bn against bad and doubt- 
fill debts, and analysts say the 
bank faces a long, hard slog 
back to profitability. 


Aegon reports 6.3% 
increase to FI 235m 


By Ronald van do Krol 
in Amsterdam 

AEGON, the Dutch insurance 
group, reported a 6.3 per cent 
increase in third-quarter net 
profits and a 9 A per cent rise 
for the first nine months of the 
year. 

Net profits - which consist 
of operating profits and real- 
ised profits on investments - 
totalled FI 235m <*l30.5m) in 
the third quarter, against 
FI 221m a year earlier, helping 
to lift nine-month results to 
F1698m from FI 638m. 

Aegon, whose main business 
is life insurance, described the 
results as very satisfactory, 


given the difficult 1 conditions in 
insurance markets. 

Operating profits in the first 
nine months were up by 9.7 per 
cent at F157L8m, while after- 
tax profits on investments rose 
by 73 per cent to FI 127.0m. 

Aegon repeated earlier fore- 
casts that operating profits 
would show a dear rise In 1992 
as a whole. 

The number of outstanding 
shares is also expected to 
Increase markedly because of 
stock dividends, options and a 
1991 convertible bond issue, 
leading Aegon to predict that 
operating profits per share 
would at least match the 1991 
result 


Unilever lifts Indian stake 


UNILEVER, the Anglo-Dutch 
processed food and consumer 
product company, is to inject 
Rs370m ($l3m) into Lipton 
India, to raise its stake to 51 
per cent from its present hold- 
ing of 40 per cent, Reuter 
reports from Bombay. 

Lipton India, which blends 
and packages tea as well as 
producing animal feeds and 
edible oils, will use the fresh 
capital to develop its food pro- 
cessing lines, it said. These 


tn fiiirie Instant tea , fish feed 
and margarine. The company 
will convene an extraordinary 
general meeting in Calcutta on 
December 23 to approve the 
proposed majority holding. 

Unilon, the Anglo-Dutch 
group’s wholly-owned subsid- 
iary. will pay Rsl05 per RslO 
share for the additional 353m 
shares. Lipton India said. 

In 2991 Lipton India earned 
net profits of Rsll&3m on turn- 
over of Rs6.56bn. 


"I guess you could say we 
partied long into the night [in 
the 1980s]” says Mr Mercer. 
“What you are seeing today is 
a bank with a bad hangover. 
Some of the guests partied so 
hard that they didn't survive, 
but those who did survive have 
a thumping headache.” 

The bank with the sorest 
head is undoubtedly Westpac, 
which has had a truly awful 
year. Westpac lost a net 
A$1.56bn after writing off 
A$2.66bn against bad debts in 
an attempt to draw a line 
under several years of poor 
performance. The loss followed 
the resignation of five direc- 
tors, including Sir Eric Neal, 
the former chairman, who was 
replaced by Mr John Uhrig, the 
no-nonsense chairman of CRA, 
tiie Australian mining group. 

Mr Uhrig and Mr Frank Con- 
roy, who replaced Mr Stuart 
Fowler as managing director 
earlier this year, have 
launched an attack on the 
expense-to-income ratio, and 
formally reversed the bank’s 
growth strategy by promising 
to reduce assets by A$iobn 
over three years. 

B oth Westpac and ANZ 
went to great lengths to 
persuade the market 
that the worst is over, and 
both offered evidence to sup- 
port their case. Westpac, for 
example, was able to announce 
a net profit of A$104m for the 
second half, together with a 
small reduction in gross non- 
performing loans. 

At the very least, the healthy 
capital adequacy ratios of all 
three banks indicate that Mr 
Bernie Fraser, governor of the 
Reserve Bank of Australia, was 
right to reassure US investors 
recently that none of the banks 
is in any danger of collapse. 
However, both Westpac and 
ANZ say that NAB Is using its 
financial strength to increase 
its market share, suggesting 
that X980s tortoise is now 

firmly among the h^nras. 


Misawa falls 
39% after 
six months 

By Emiko Terazono In Tokyo 

MISAWA Homes, the Japanese 
housing company, posted a 39 
per cent fall in first-half tax- 
able profits due to the faltering 
domestic bousing market. 

Non-consolidated pre-tax 
profits for the six months to 
September fell to Y6.4bn 
($5L61m) from Yl0.5bn a year 
earlier. Sales fell 14.7 per cent 
to YllO-Sbn and after-tax prof- 
its plunged 53.6 per cent to 
Y2.4bn. The company was hit 
by a sharp fall in urban devel- 
opment projects, while reve- 
nues from its golf course mem- 
bership businesses also felL 
Orders received daring the 
first six months slid 154> par 
cent to YU7.8bn- 

For the year to March, Mis- 
awa expects parent sales to 
rise L4 per cent to Y255bn and 
pre-tax profits to foil 29.5 per 
cent to YISbn. It said profits 
were likely to be hit by losses 
on the planned sale of land 
originally earmarked for devel- 
opment 

• Kumagai Garni, the Japa- 
nese construction company, 
reported a 22.7 per cent foil in 
unconsolidated pre-tax profits 
to Yl2Jbn for the first half to 
September, due to weak capital 
investment by corporations- 


Norway set to reveal rescue terms for banks 


By Karon Fossil In Oslo 

NORWAY Is today expected to 
announce de tails of a recapital- 
isation package for the coun- 
try's three biggest banks. 

It emerged at the weekend 
that the ordinary share capital 
of Den norske Bank (DnB), 
Norway’s biggest bank, has 
been wiped out and wffi have 
to be written down to zero, 
according to Mr Tonnod Her- 
rnanfisn, the head of the state 
backed bank insurance fond. 

The fund and top executives 
of the three banks remained 


locked In negotiations late last 
night over further state cash to 
prop up the banks. Last year 
the state Injected more than 
NKr2Qbn ($3.lbn) into the 
banking system, which had 
come close to collapse. 

Mr Jarl Veggan, a DnB exec- 
utive, refused yesterday to 
comment on the fund's state- 
ment that the bank’s ordinary 
share capital had been wiped 
out. DnB's A-ahares have 
recently been trading at 
NKrO90 on the Olso bourse. 

Mr Veggan said negotiations 
with the fond were likely to 


continue through the night 
and that a meeting of DnB's 
board could then be convened 
to settle how much cash the 
hank would be forced to seek 
from tiie state. 

Mr Hermansen said the 
banks would be given suffi- 
cient state capital for their cap- 
ital adequacy to exceed the 8 
per cent BIS minimum 
required by the end of the 
year. The *y»«ka are believed to 
be seeking enough cash to 
shore up their capital ade- 
quacy to at least 10 per cent of 
risk-weighted assets. 


Mr Hermansen said further 
state capital transfers, which 
would have to be approved by 
parliament, would be subject 
to stringent terms and condi- 
tions. He called on the h anks 
to cut costs drastically and 
take steps to boost profitabil- 
ity. 

However, the banks' fourth- 
quarter earnings are likely to 
suffer from the turmoil In the 
foreign currency markets 
which forced Sweden last week 
to float its currency and put 
heavy pressure on tiie Norwe- 
gian krone. 





Building on strengths 


As I did last year, I would like to take this opportunity to outline the position of Lafarge 
Coppde within the broader economic context 

In on unfavorable environment... 

The sluggish trends observed worldwide in 199 1 have not improved On the contrary, the 
long-awaited recovery in the US has not materialized, and the downturn in construction on our 
main European markets has steepened in die second half of 1992. This is principally due to a 
lack of confidence among economic agents, who have opted to sit on the sidelines. 
Currency-market upsets have created additional strains, and our 1993 projections call for 
a further decline in demand, although more limited in scope. 

...we have withstood the market downturn... 

Against this clouded backdrop, our group has benefited from its presence on a number of more 
vigorous markets. These include Germany’s new Lander, where reconstruction has now got 
under way, as well as economies in the process of industrialization in Turkey, Morocco, 
Venezuela and the Indian Ocean. All told, our worldwide sales of cement this year should be 
on a par with those recorded in 1991 . 

At the same time, we are now reaping the rewards of past investments in plant modernization, 
cost-cutting measures and new-prpduct development. 

i 

As a result, we were able to report first-half earnings equal to those for the same period of 1991 . 

i 

...through a renewed focus on rationalization and productivity. 

With a view to better withstanding the current downturn and rebuilding profits, we are 
stepping up efforts to streamline operations and enhance productivity: 

• in North America, cost-cutting and divestment of non-strategic assets have trimmed losses 
at Lafarge Corporation. 

• on a European market in the throes of restructuring, Plltres Lafarge has lifted productivity 
30% in just four years. The end of the downward trend in gypsum w allboard prices is also 
encouraging. And- Asland has undertaken sweeping reorganization to alleviate the effects 
of slackening in the Spanish economy. 

• we have continued to invest, albeit very selectively, choosing only those targets that meet 
our requirements in terms of profitability. In 1992, investments will total FRF 3 billion, of 
which the bulk will be financed out of cash flow and the proceeds of selective divestments. 

• we are determined not to sacrifice the reliability and future potential of our production 
facilities, and we are equally committed to ensuring proper respect for environmental 
standards. We are pursuing investment in research and development and continuing 
recruitment, although at a slightly reduced pace, to build our human-resource base for 
the future. 

The success of the swap offer to minority shareholders of Cementia reflects their confidence in 
Lafarge Coppde and will have a positive impact on group earnings per share. 

Combining near-term rigor with a continued drive to build the foundations for long-term 
success is a tricky exercise, but there is no alternative. It demands that each and every one 
of us, at all levels within the group, remain committed to meeting our profitability targets. 


Strength to face challenges ahead. 

In 1993, we expect a further decline in demand from Western Europe, while in the US 
our markets can only benefit if the plans for economic stimulants attributed to the new 
administration are confirmed. 

There is thus considerable uncertainty surrounding prospects for coming months and even 
years. But in facing this challenge, Lafarge Copp6e can draw on significant strengths in a 
number of key areas: 

• a healthy balance sheet, with around FRF 10 billion debt set against FRF 24 billion in 
shareholders' equity. 

• a balanced geographical spread and a wide product range, which together allow us to take 
immediate advantage of any upturn, wherever it occurs. 

• markets where needs for building materials — for housing, infrastructure and renovation — 
are undeniable, even if current economic trends are unfavorable. 

• the will and the capacity to move ahead in keeping with a shared set of values. 

Together, these strengths will enable us to successfully pursue our prime aim: ensuring 
the profitable operation of our group and serving the long-term interests of our shareholders. 


Bertrand Collomb 

Chairman and Chief Executive Officer 
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INTERNATIONAL BONDS 

Flood of Eurosterling debt fails to reach market 


A CASUAL glance at the 
International bond market at the 
end of last week would have left the 
impression that sterling corporate 
debt was all the rage. 

The UK government had just sold 
more than £2.3bn of the stuff, and 
British Gas had raised £300m 
through a 25-year bond issue. 
Surely the bond markets were not 
that hungry for Eurosterling - and 
from corporates in particular? 

In reality, very little of this wave 
of debt actually found its way - or 
is likely to find its way - on to the 
market. In fact just £229m or it is 
thought to have been put up for 
offer straight away. 

Nearly £500m more was report- 
edly being restructured by invest- 
ment banks before onward sale. The 
remaining £728m was bought back 
for cancellation by the companies 
which had issued it - though at 
least some of this could have an 
effect on the market eventually If 
the issuers seek to refinance. 

The government's sale was 
Instantly declared a success by the 
market, and a significant coup for 
Baring Brothers, which had master- 
minded the process. The bank 
organised a single auction In which 
different tranches of debt with dif- 
ferent maturities and coupon rates 


were put up for sale - a bit like 
trying to weigh bids for apples and 
oranges against each other. 

Also, it wanted to harness market 
competition for the auction, even 
though only BT’s debt could be bid 
for by outsiders. Covenants pre- 
vented the debt of the 12 electricity 
companies which was being sold, 
from being offered to anyone other 
thnn the companies themselves. 

Baring's answer was a baseline 
for «»gh tranche against which bids 
could be compared. 

For each slice on offer, this was 
taken to be the yield that the issuer 
would have to pay to refinance the 
amount in the bond market, with a 
premium added to reflect the fact 
that the debt being sold off carried 
high interest rates - the debt even- 
tually sold had paid interest of 
between 11.5 and 1235 per cent 

The baseline was then reduced to 
make the whole exercise tax-neutral 
for the issuers. Otherwise, they 
would have suffered an extra tax 
charge when buying and cancelling 
debt at a premium. 

Of the £1.3bn eventually sold, 
only the £229m slice of BT debt 
bought by UBS Phillips & Drew - 
the largest single allocation and. at 
2006. the one with the longest matu- 
rity - was reoffered for immediate 


sale. UBS confirmed that the debt, 
which earned a coupon of 1225 per 
cent, was being offered at a yield of 
48 to 50 basis points over gilts. It 
refused to comment on market 
rumours that it had acquired the 
debt at a yield spread of 55 basis 
points. 

Given the rarity of longer-dated 
BT paper - in feet, the rarity of 
any long-dated Eurosterling 
recently - it was not surprising 
that good demand was reported. 

P&D's slice may have been the 
largest, but all of the debt sold In 
the auction was at maturities 
stretching to the year 2000 or 
beyond. 

Bids had been more aggressive at 
that end of the yield curve, 

reflecting demand for higher-yield- 
ing paper as the sterling yield curve 
has become steeper. It is no surprise 
that the next gilt auction, due 
shortly, is expected to be of bonds 
maturing in 2003. 

Goldman Sachs, the only other 
bank to bid successfully, was said 
by rivals to be stripping the cou- 
pons from its £l80m of BT debt with 
a coupon of 1225 per cent, to be sold 
separately as a series of zero-coupon 
issues. This is a technique in which 
Goldman is the acknowledged 
leader in London. According to one 


rival, this structure could squeeze 
up to 20 basis points more in yield 
terms out of the bonds.' 

Outside competition from these 
and other banks - and bidding 
horn seven of the companies whose, 
debt was up for sale - helped 
ensure what Raring and others said 
was a good price for the UK tax* 
payer. The average yield on the 
debt sold was a substantial 17 basis 
points lower than Baring's baseline 
- though no actual sale prices were 
published to enable the market to 
make up its own mind about the 
outcome. 

Goldman was not the only bank 
rumoured to be preparing a stripped 
Eurosterling Issue on Friday. BZW 
announced a 25-year private place- 
ment for British Gas which was 
seen by the market as a carbon 
copy of an Issue for Boots earlier 
this year. 

Neither BZW nor the issuer would 
disclose how the bonds were struc- 
tured. However, rivals said both the 
Boots and British Gas deals had 
Involved early coupons being 
stripped and sold separately. 

Payments to meet these coupons, 
though treated for tax purposes as 
interest would effectively be equiv- 
alent to capital repayments. 

The announcement of the British 


Gas deal, though not of its terms, 
prompted other b»p k< which claim 
to. have created similar structures 
to warn of possible retaliation from 
the taxman. “If we were doing it, we 
would, keep it extraordinarily quiet 
- the inland Revenue has screens 
too," one bank said. 

British Gas itself - in common 
with other sterling issuers - has no 
plans at the moment to borrow 
long-term money. 

The company expects shortterm 
rates to Continue to fall, with 
another half a point off five-year 
yields, -said Mr Arthur Burgess, 
treasurer. 

He expects longer-dated yields, on 
the other hand, to rise. British Gas. 
which is just oxtering its peak bor- 
rowing period of the year, plans to 
meet all its extra requirements 
through short-term credit Unw and 
commercial paper. 

Another structured deal- did not 
even get out of the blocks last week: 
Kin gfish er, the retailing group, hod 
retained TJBS to raise money in the 
Eurosterling market. However, 
problems with timing have now led 
to the issue being postponed until 
after Christmas, according to one 
source dose to the deal 

Richard Waters 
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RISK AND REWARD 

Borrowers take a 
chance on ‘cliffs’ as 
swaps’ allure dims 


T OUGH conditions in the 
swaps mark et have made it 
harder than ever for compa- 
nies to borrow cheaply, encouraging 
some to opt for more radical solu- 
tions. In the process, some compa- 
nies — and frhuii- flnqnrtal infrar me. 

diaries - are taking on 
substantially bigger risks. 

During the 1980s, companies were 
able to barrow at levels well below 
the London interbank offered rate 
(Libor) by swapping the fixed-rate 
money they raised through bond 
offerings into fioating-rate financ- 
ing. Now, only the best-rated bor- 
rowers can hope to do this. 

Falling US interest rates have 
squeezed the availability of swaps 
in the dollar market. Borrowers 
have been unwilling to lock them- 
selves into Sxedrate interest costs, 
while rates are expected to ease fur- 
ther. The result fewer people will- 
ing to pay the fixed-rate leg of a 
swap agreement 

Other factors have also contrib- 
uted to the decline in the swap mar- 
ket's attractions. The growing 
sophistication of investors and 
intermediaries and a breakdown of 
the barriers between domestic mar- 
kets have eroded the opportunities 
for arbitrage between markets. At 
the «amp time, bond and swap mar- 
kets have become tightly linked, so 
that price movements in one are 
quickly transmitted into the other. 

"Swaps and bonds have become 
much more closely correlated. 
Those who want cheap heading are 
now having to take risks to get it," 
said Mr Nick Burge, executive direc- 
tor at Nomura International. 

The most successful product this 
year has been the differential or 
“diff" swap, also known as the 
"quanto'* swap, which allows a bor- 
rower to separate currency and 
interest rate exposure, by paying 
interest rates based on one cur- 
rency while taking the currency 
risk of another. 

For example, a company with 
D-Mark liabilities, paying say. 8 per 
cent interest, may look enviously at 
dollar rates of 3 Vi per cent Under a 
differential swap agreement, the 
company agrees to receive D-Mark 
Libor in D-Marks, and to pay a mar- 
gin over dollar Libor in D-Marks. 

The structure takes advantage of 
different-shaped yield curves to cre- 
ate immediate cost savings for the 
borrower. Such an agreement typi- 


cally runs from three to five years, 
so the borrower is essentially bet- 
ting that the shift in interest rates 
‘ will be slower than the yield curve 
suggests. 

“There are monetary policy pres- 
sures to keep short-term interest 
rates low, and supply fears to keep 
rates high at the long end [of the 
dollar market]," says Mr Ron Tane- 
muni, head of fixed-income deriva- 
tives products at Salomon Brothers. 

The risk for the company is that 
if US interest rates rise or D-Mark 
interest rates fall more quickly than 
expected, planned cost savings 
could soon be replaced by losses. 
Because it is more complicated than 
a conventional swap, a diff swap is 
also more diffic ult to unwind. 

The financial intermediary 
assumes substantially greater risk 
than in a normal swap. Currency 
risk, artificially separated from 
interest rate risk in this way, is 
very difficult to hedge, since there 
is no direct correlation between cur- 
rency and interest rate movements. 

“Diff swaps are more difficult to 
manage than a straightforward 
swap," says Mr Malcolm Basing, 
who h«ads the International Swaps 
Dealers Association. "It’s not some- 
thing you «»n put into the tap 
drawer and forget about" 

Diff swaps require what is known 
as dynamic hedging, which means 
that hedges must be constantly 
adjusted in line with the latest 
market moves. 

Even then, there is the risk that 
assumed correlation between inter- 
est rates and currencies will sud- 
denly disappear. 

According to swap specialists, the 
structure of differential swaps is 
now widely understood, but the 
methods of hedging residual expo- 
sure remain proprietary. 

Diff swap technology has also 
been applied to suit Investors’ 
requi rements Credit for the concept 
is claimed by Credit Suisse Finan- 
cial Products, which began market- 
ing diff swaps to Japanese investors 
in early 1991. 

There could be room for further 
product expansion. According to Mr 
Chris Goekjian. head of risk man- 
agement at CSFP, It may be that 
"not all the applications [of diff 
swap technology] have been devel- 
oped yet" 

Tracy Corrigan 



YOUR PRIME DEALER ON THE FRENCH MARKET 



CPRI is one of the leading Market Makers in the French Government Bond market and is also 
a member of the Paris Stock Exchange. 

CPRI is a fully-owned subsidiary of CPR, a major French banking group specialising in invest- 
ment management services and brokerage activities. CPRI's experienced team of brokers based 
in Paris, has built relationships of trust and confidence with investors around the world under 
the former name of CGMI. Capitalising on CPR's expertise on the French market, CPRI offers its 
customers a broad range of financial products. 


Our Reuter's pages: 


Menu CPRI 


French Gov't bonds 


Ecu: 

CPRE 

BTANS: 

CPRA 

Euro Franc: 

CPRF 

OATS: 

CPRB 

Strips: 

CPRG 

Domestic French Bonds 
Primary market 

CPRC 

Floating rate: 

CPRH 

Secondary market: 

CPRD 

Convertibles: 

CPRJ 


Head of sales: Marc Zafrani (33 1 ) 40.20.22.03 
Head of trading: Richard Tuffier (331) 40.20.22.02 


CPR INTERMEDIATION 

CPR GROUP 

6, RUE DES PETlTS-PfcRES, 75080 PARIS CEDEX 02 
PHONE: ( 331 ) 40.20.22.00 - FAX ( 33 T) 42 . 86 . 90.05 
TELEX: 212 682 FOR 214 097 F 


Now India is opening its doors lo Foreign Institutional Investors. 
For the first lime letting them enter the fastest.'booming' stock marked 
in the world. 

India today ranks twelfth in the world with o GDP of US $ 240 
billion. It is the third largest economy in Asia and the eleventh 
largest in the world. In (he past 1 2 months new investments by 
international giants like BMW, Du Pont, IBM and Coca Cola have 
been approved by the Government. India's steps to join the global 
economy present a new world of opportunity. Not the least of 
which is the chance to cater to India’s evergrowing middle class. 


The time is now for Foreign Institutional Investors to enter the Indian 
Capital Markets and get some of the highest returns in the worfef. 


INDIA'S LARGEST BANK CAN HELP YOU INVEST 
IN THE WORLD'S FASTEST GROWING CAPITAL MARKET. 




And Sfote Bank of India, has authorised 16 of its Branches to 
handle the business of foreign investors and invest for them in the 
Indian Capitol Market, including getting the necessary permissions. 

Yesl India is poised for tremendous economic growth and you, 
even as a Foreign Institutional Investor can profit from it. With a little 
help from India's largest bank. Stats Bonk 

For rtetails contact: 

Stott Bonk of India, Imamaltond Division, i 3th floor. Madame Como Road. 

Post Bax No. 10121. Bombay 400 021, INDIA 


Telephone: 2022426/2028664 

W 

m 

Take 01 1 8-2995 SB© IN. 01 1 8-2588 NDSB M 

m 

s 

Foe (22| 204 0073 

j 

Overseas offices ah Nm Yak • Chicoqo • Los Aqgdet • Tcrorto • Fum a ♦ ladon 

• Bab • Frankfurt • Artweip • Hona Kona • Stagapan • Tokyo • QscAn • Colombo • Mob 

• Dhabi • Bahrain • logos* • Staton* • Washington • Sen Paulo • Kuwafl • Dubai 
m Mused * Cairo • Jakarta • Miw • Tehe«an • Moscow • Horn • Manila • htourifas' 
'Jbrt lfeotte 


O 

State Bank of bida 


FUTURES PAGER UPDATES 

I** B *»R wnrci Pager still transmits 2 minute updates on currencies, indices, 
interest rates and fatures prices 24 hoars a day but iCsttgbter and smaller 
wUh m screen Hut has doubled In ste& Cati 071-895 9400 for a free trial. 

aammi futures pager mam— m 


Market Myths and Duff Forecasts for 1992 

ri-* recession is ever; slecicmcrkofs ere in a bull trend, the 'JS dcllcr will 
continue to recover/ You d!d NOT reed that in FulteiMoney 


- tno iconoclastic investment letter. 

Ca 1 ! Jane FGrquharson (or □ sempfe issue (once only) 
Tel: London 7t -C39 4961 (071 In UK) Or fax: 7! 
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A better understanding 

of derivatives often leads to an 
enhanced investment vield. 


Today, sophisticated investors are using derivatives to 
enhance returns in a variety of ways. By hedging down- 
side risk. By combining risk protection with upside 
potential. By making tactical adjustments without having 
to buy or sell securities. You can swap bond coupons for 
equity dividends. You can diversify into foreign markets. 
Even hedges can be hedged. But to reap the full benefit 
of today’s complex and changing derivative products, 
you should turn to a firm that 
offers objective analysis, in-depth 
market knowledge, technical 
expertise, capital strength. These 
are the qualities that have made 
J.R Morgan a global leader in the 
f ull range of derivative products. 


JPMorgan 



Managing an investment portfolio can be time-consuming and labor intensive. 
Derivatives don't transform the basic task, but they can make the process tangibly 
more productive. 
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INTERNATIONAL CAPITAL MARKETS 


EUROPEAN GOVERNMENT BONDS 


Investors favour safe haven of D-Mark bloc 


THE weekend realignment of the 
European exchange rate mechanism, 
which saw the devaluations of the 
Spanish peseta and the Portuguese 
escudo by 6 per cent each, is unlikely to 
relieve the tensions in Europe’s cur- 
rency grid unless German rates are cut 
sewn. 

Economists expect further weakening 
In some of the high-yielding European 
government bond markets as dealers 
and investors continue to favour the 
safe haven of the D-Mark bloc. 

While Spain and Portugal may escape 


further speculative pressure in the for- 
eign exchange markets this week, the 
other weaker EMS currencies - the 
Irish punt and the Danish krone - 
could still come under attack, analysts 
warn. 

-The changes [at the weekend] were 
too piecemeal to be sufficient to fore- 
stall further pressures," said Mr Avi- 
nash Persaud. senior currency econo- 
mist at UBS Phillips & Drew. 

Last week’s currency turmoil started 
in Sweden, and as the Swedish krona 
buckled, the wave of speculation spread 


to the lira - no longer In the ERM - 
peseta, escudo, Danish krone and punt 
In the bond markets, investors contin- 
ued to favour the safety of the D-Mark 
bloc at the expense of peripheral Euro- 
pean bond markets. 

While the decision by Spain and Por- 
tugal to devalue within the EMS was 
welcomed, bond analysts warned ques- 
tion marks still remained over the abil- 
ity of the Irish and Danish currencies to 
weather the latest turbulence. Spreads 
of Spanish, Portuguese and Italian gov- 
ernment bonds over German bunds are 


likely to remain wide, as fears of fur- 
ther currency weakness prevail 
Mr George Magnus, economist at 
S. G. Warburg Securities, said Denmark 
may escape further speculative pres- 
sures following Friday's decision to 
raise domestic interest rates to 15 per 
cent. However, other economists 
warned the weaker currencies were 
likely to remain under pressure in the 
next few days, particularly If German 
interest rates are unchanged. 

Sara Webb 


Floating krona leads to rapid readjustment in Sweden 


SWEDEN'S bond market has 
entered a period of rapid read- 
justment following the govern- 
ment's decision on Thursday to 
let the krona float For the first 
time in four years, the country 
ended the week with a positive 
yield curve, and the expecta- 
tion is that it will steepen, at 
least in the short term. 

Yields responded immedi- 
ately to the flotation news. Call- 
ing sharply on Thursday and 
continuing their decline at the 
short-end ou Friday. 

On Friday night, the yield 
for benchmark five-year gov- 
ernment bonds stood at 9.90 


per cent, compared with IOJ20 
per cent on Thursday and 11.85 
per cent before the krona was 
set free, while the bond due 
2003 closed at 10.29 per cent 

At these levels the market is 
already discounting cuts in 
short-term interest rates. 
Those hoping for an early 
move by the Riksbank, the cen- 
tral bank, on Friday may have 
been disappointed, as the over- 
night rate was held at 12.5 per 
cent but rates are expected to 
come down to 10- ll per cent 
in the near future. 

Further ahead, the betting is 
that Sweden will follow Fin- 


land by bringing rates down 
cautiously, rather than relax- 
ing monetary policy substan- 
tially as the UK has done since 
it left the ERM. 

Mr Bengt Dennis, Riksbank 
governor, made it clear late 
last week that keeping infla- 
tion under control remained a 
top priority. Not only that but 
the government would be anx- 
ious to re-establish some credi- 
bility by not allowing the cur- 
rency to weaken unduly. 

No doubt a firm statement 
on future monetary and fiscal 
policy will emerge in due 
course. Meanwhile, Sweden’s 


spiralling budget deficit aggra- 
vated by the domestic reces- 
sion and the bail-out of the 
banking system, will be a key 
influence on market sentiment 

The budget deficit will reach 
SKrl66bn (*24.75bn) in 1992-93, 
according to the latest govern- 
ment calculation, but others 
put the figure much higher. 
Some suggest the public sector 
borrowing requirement in the 
coming year might be as much 
as 18 per cent of GDP. 

It is not surprising, there- 
fore, that the government has 
decided to widen its funding 
possibilities, using the occa- 


Gilts slip on worries over UK funding needs 


GILTS edged down last week 
amid funding worries and 
signs that the UK economy 
may be flickering into life. 

Against German bonds, gilts 
also suffered due to last week’s 
strains on European currency 
markets which pushed funds 
out of weak currencies into the 
D-Mark and led to the week- 
end's ERM realignment. 

The falls in prices along the 
yield curve had been widely 
anticipated. The turnround 
brought to an end a generally 
healthy period for gilts since 
the devaluation of sterling in 
mid-September. Short-dated 
gilts turned down partly 
because of the perception that 
further cuts in UK base rates 
are unlikely by the end of the 
year, while longer-dated securi- 
ties fell on inflation worries 
and concern about funding. 

The short-dated Treasury 8% 
per cent stock maturing in 1997 
lost ground by about a third of 


a point during the week, being 
quoted on Friday night at 106&. 
The yield was pushed up 8 
basis points during the week to 
7.18 per cent At the other end 
of the yield curve, the 8% per 
cent Treasury bond due in 2017 
lost about 1 point to 98£, with 
the yield rising 9 basis points 
to 8£5 per cent 

According to calculations by 
Mr Nigel Richardson of 
S. G. Warburg Securities, the 
government will need to issue 
£5bn worth of gilts by the end 
of finannia? year - even 
taking into account the auction 
of an expected £2bn or so 
worth of gilts on December 2. 

This estimate is much higher 
than that of many economists 
prior to the Autumn Statement 
on November 12, which said 
the government would need to 
borrow £37bn this financial 
year, rather than the £28bn 
forecast eight months ago. The 
escalation is almost totally due 


to higher spending and weaker 
tax revenues triggered by the 
longer-than -expected recession. 

While more than £lbn a 
month of gilts seems likely to 
be on offer to institutions until 
next April, the funding needs 
in 1993-94 will be even greater. 
About £55bn of new securities 
could find their way into the 
market, driving up yields and 
pushing down prices along the 
yield curve. 

As fu nding became a talking 
point, scraps of evidence last 
week pointed to a faint 
improvement for the UK econ- 
omy. Some believe this means 
inflationary pressures could 
become a problem next year. 
The 08 per cent increase In 
retail sales volumes in the 
three months to October com- 
pared with May-July may sig- 
nal Increased consumer spend- 
ing, while. October also saw a 
£5.1bn rise in hank and build- 
ing society lending. 


While no-one is trumpeting 
an end to the recession, many 
gilt investors are reasoning 
that the worst may be over. 
This points to a period of rela- 
tive decline for gilt prices. 

As strains emerged in the 
ERM last week, gilt yield 
spreads over German bonds 
widened. Two weeks ago, 
yields for lOyear gilts were 78 
basis points above their Ger- 
man equivalent which widened 
to 114 basis points on Friday. 

Over the same period, the 
yield spread between lO-year 
gilts and the comparable 
French bonds rose from 8 to 38 
basis points. According to Mr 
Sanjay Joshi, an analyst at 
Daiwa, the trend to higher gilts 
yields will continue as inves- 
tors “look more at the funda- 
mentals of what is happening 
to the UK economy compared 
to other parts of Europe". 

Peter Marsh 


LOREAL 


Despite the adverse economic climate, the L'OREAL group’s turnover for 
the first nine months of 1992 has progressed satisfactorily. 

Consolidated turnover for the first nine months of the year has risen to 
IFF 28 billion representing a growth of 8 . 93 %, on a comparable basis to 1991. 

The group hopes to maintain this rate of growth for the rest of 1992 and 
therefore hopes to achieve, on a comparable basis, a similar progression of 
its consolidated sales to last year (9.6%). 

Consolidated turnover for the first nine months of 1992 grew by 1085% 
compared to figures reported for the same period last year. This figure 
reflects the strong negative effect of disruptive monetary factors in the third 
quarter. 

L'OREAL converts all sales earned in foreign currencies during the course 
of the year at official exchange rates prevailing on the last day of the 
reporting period. 

Given the current exchange rate movements, the Group hopes to achieve 
a progression in its published consolidated turnover of between 12% 
and 13% for the whole year. 

As far as profits are concerned, the group’s forecasts remain unchanged. 

Further information on the Group worldwide can be obtained by writing to 
Mr. Francois ARCHAMBAULT, Director of Investor Relations and! Business 
Information of the L’OREAL group. Office No. A 0403, 41, meMartre, 92117 CUCHY 
(FRANCE); or by fax: (33-1) 475686 42; or by telex: 613088 (PARIS). 



GOVERNMENT OF INDIA 
NOTICE INVITING OFFERS FOR 
DEVELOPMENT OF OIL AND GAS 
FIELDS IN INDIA 


EXTENSION OF BID DEADLINE 


The Government of India had earlier announced the offer of twelve medium -sized and 
thirty -one small sized discovered fields for development under joint venture/ 
production -sharing arrangements. In order to enable companies to carry out a 
thorough evaluation of the voluminous data on these Helds, it has been decided to 
extend the Iasi date for receipt of offers In respect of both the medium -sized and 
small-sized fields to Wednesday. 31 st March, 1993. 

Companies wishing to submit offers for development of Helds should ensure that 
these are sent so as to reach latest by 3.00 P.M. on Wednesday, 31st March. 1993 to : 

Mr. riaresh Dayal, 

Joint Secretary (Exploration). Government or India, 

Ministry of Petroleum C Natural Gas. 

Room No. 21 1 -’A’ Wing. 

Shastri B ha van. Dr. Rajcndra Prasad Road. 

New Delhi- 1 10 001, INDIA. 


SEK 


AB Svensk Exportkredir 

(Swedish EaqxmCrallt Corporation) 
(Incorporated m The Kingdom of 
Sweden with Limited Liability} 

U-S. S 100.000,000 

StninriSulra rdin.wd 
Floating Rate Note* doe 2002 

NOTICE IS HEREBY GIVEN 
in accordance with Condition 2 
of the Term, and Conditions of 
the Notes that as of Uth 
November, 1992 the Issuer con- 
verted the ranking and status of 
the Notes to become subordi- 
nated obligations of the Issuer- 


J Bsmkera'Ijrarat 


Compjury, London Agent Bank 


CHICAGO 


The FT proposes to 
publish this survey on 
November 30 1992. 
Decision makers in 
over 160 countries 
worldwide will see 
this survey. 

If you want to reach 
this important 
audience, call 
Denis Cody 
in New York 
Tel: 212-752-4500 
Fax: 212-319-0704 
or 

Richard Huggins 
Tel: 071-873-3688 
Fax: 071-873-3078 


FT SURVEYS 


siou of last week's crisis to 
announce plans to scrap an 
eight-year-old restriction which 
had previously prevented it 
from borrowing abroad to 
finance its debts. 

This proposal could be posi- 
tive tor the domestic market, if 
it results in a significant 
switch in the government's 
funding strategy. 

Mr Lars Boman, deputy 
director of the National Debt 
Office's international market 
department, said: “The major 
part of the budget deficit will 
still be financed In the Swedish 
market" If so, domestic play- 
ers will predominate. Local 
dealers do not expect much for- 
eign participation in krona- 
denominated issues, given the 
uncertain direction of the 
Swedish currency. 

Christopher 

Brown-Humes 


US MONEY AND CREDIT 


Markets cast a wary eye 
over money supply figures 


AFTER a long absence, the 
money supply Is back in focus. 
Although it never really went 
away, it did in the minds of 
bond market investors, who in 
their eagerness to embrace the 
Federal Reserve's more relaxed 
monetary stance, stopped wor- 
rying about the money supply 
earlier this year. 

Now that M2 - which 
includes currency in circular 
tion, bank accounts, money 
market funds and certificates 
of deposit, and is the broadest 
and most closely observed 
measure of money - is grow- 
ing faster than anyone expec- 
ted, the market is once again 
casting a wary eye on the 
money numbers. 

The latest date, showing a 
$&6bn increase in M2 during 
the first full week of November 
- well above analysts' fore- 
casts of a $lbn increase - and 
an annual rate of 2.5 per cent 
growth, meant that money sup- 
ply growth was back in the 
Fed’s target range of between 
2.5 per cent and 6j> per cent for 
the first time since early May. 
Taking more recent data, M2 
has grown at a healthy 5 per 
cent annual rate since it hit 
bottom in July. 

What this means is that 
monetary policy is more likely 
to stay on hold. Moreover, 
those who are betting on the 
next move in interest rates 
being up, rather than down, 
may prove to have backed the 
right horse. 

While no one is suggesting 


that money growth is getting 
out of hand, recent indications 
of reviving consumer confi- 
dence - although It may prove 
to be a short-lived post-election 
burst - and the likelihood of a 
fiscal stimulus package in the 
early days of the Clinton presi- 
dency, suggests expectations 
that the money supply will 
expand at more rapidly over 
the next six months can only 

Those who are betting 
on the next move in 
interest rates being ap, 
rather than down, may 
prove to have backed 
the right horse 

gather pace. 

This, says Mr Mitchell Held, 
credit market economist at 
Smith Barney in New York, 
could spell trouble: “Inflation 
remains only a distent concern 
for the market at the moment, 
but rising growth expectations 
combined with above-target 
monetary growth could make 
for a revival of inflation fears, 
and for shaky market condi- 
tions, later this year or in early 
1893." 

Analysts believe rising loan 
demand is behind the resur- 
gence in money growth. Both 
commercial and industrial loan 
volume has picked up recently, 
while third-quarter bank earn- 
ings reports suggest that con- 
sumer loan activity has been 
on the increase. Fed surveys. 


meanwhile, have spotted signs 
that small business loans are 
also up. The evidence has led 
some observers to claim that 
the credit crunch is over. 

However, before the inflation 
hawks get too excited, there 
are important factors to con- 
sider which some economists 
believe will ensure that money 
growth and inflation do not 
take off into the stratosphere 
over the next few years. 

According to Mr Held, some 
of those tectors are: 

• The likelihood that the con- 
sumer sector of the economy, 
still debt-averse and facing 
higher local taxes and rising 
health and education costs, 
will not perform as strongly as 
in previous post-recessionary 
periods; 

• A residential housing sector 
that will remain subdued 
because of demographic 
changes that will limit growth 
In the first-time home buying 
population: 

• Below-normal growth in the 
commercial property sector; 

• Continued corporate down- 
sizing and restructuring; 

• Only a modest fiscal stimu- 
lus package from the Clinton 
administration; and 

• Continued cuts in defence 
spending. 

Taken together, these struc- 
tural forces should keep eco- 
nomic growth in a non-infla- 
tionary range of between 2 and 
3 per cent, says Smith Barney. 

Patrick Harverson 
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THE WEEK AHEAD 


ECONOMICS 


All eyes on German inflation 


IMPORTANT indicators on 
German inflation this week 
could have significant 
ramifications for European 
countries locked into the 
exchange rate mechanism. 

Another big jump in the 
November consumer prices 
index will delay further easing 
of German Interest rates by the 
Bundesbank, which will force 
other ERM members to keep 
their lending rates high. 

Last month, the annual rate 
of consumer price rises shot up 
to 3.7 per cent from 3JS per 
cent, reversing an almost 
continuous downwards 
direction which began in the 
spring. 

So this week’s data will be 
watched carefully to see 
whether the October figure 
was an aberration, or the 
beginning of an upwards turn. 

“If November does not see a 
substantial declaration in the 
inflation rate, the chances of 
the Bundesbank tolerating any 
further easing - in official or 
unofficial interest rates - is 
approximately zero," says Ms 
Alison Cottrell, international 
economist at Midland Global 
Market research. 

Figures for German M3 
growth in October are also out 
this week. 

The data will inevitably be 
distorted by the extensive 
foreign exchange intervention 
that took place in September 
as the ERM came under severe 
strain. 

In the UK, the most 
important figures are the trade 
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statistics, released today; 
These are expected to show a 
rise in the visible trade deficit 
to around £L2bn, from £Llbn 
in September. 

Other economic highlights of 
the week follow. 

The figures in brackets are 
the median of City economists’ 
forecasts. from MMS 
International, a financial 
information company. 

Today: 

UK, October visible trade 
(£ 1 . 2 bn deficit), October 
current account (£l.lbn 
deficit); France. October 
trade balance (FrSbn surplus); 
US, October Treasury budget 
<$43bn); Canada, September 
retail sales (up 0.4 per cent); 
Japan, national holiday, 
all industrial markets 
are closed during the 
day; Brussels, the 
regular EcoFin meeting. 


Tomorrow: 

France, third quarter GDP (up 
0.1 per cent on previous 
quarter); US, October durable 
goods orders (up 1 per cent). 
October durable shipments, 
November consumer 
confidence 160.0), car sales 
November 11-20 (6.2m); Japan, 
October money supply (down 
0.4 per cent), October broad 
liquidity. 

Wednesday: 

US. preliminary third quarter 
GOP figures (up 2.8 per cent), 
third quarter after tax 
corporate profit (up 0.4 per 
cent). October existing home 
sales, October export price 
index, October import price 
index; Canada, September 
wholesale trade (up 0.1 per 
cent). September departmental 
store sales (up 0.4 per cent); 
Japan, November trade 
balance first ten days. Bank of 
Japan Governor Mieno to 
deliver speech; Australia, 
October motor -vehicle 
registrations. 

Thursday: 

Japan, October retail sales 
(down 2.4 per cent); Australia, 
third quarter private capital 
expenditure (up 1.8 per cent); 
Canada. September 
employment earnings (up 2 per 
cent on year), October 
industrial product price 
index (up 0-3 per cent), October 
raw material price index 
(up 0.5 per cent); US, holiday, 
all US markets 
closed; Germany, 


Bundesbank meeting. 
Friday: 

Germany, OETV union 
announces 1993 demand, third 
reading on budget, Bundesrat 
meeting; US, October personal 
income (up 0.5 per cent). 
October personal consumption 
expenditure (up 0.6 per cent), 
money supply data for week 
ended November 16 , October 
bank credit; Japan, November 
consumer price index, Tokyo 
(up l per cent), excluding 
perishables (up 2 2 per cent), 
nation (up l per cent); 
excluding perishables (up 2.1 
per cent). October Industrial 
production (down 2.4 per cent). 

Daring the we ek; 

Germany, October import 
prices (down 0.1 per cent on 
month, down 5 per cent on 
year), November provisional 
cost of living (up 0.3 per cent 
on month, 3.5 per cent on 
year); Italy, November 
consumer prices Index, cities 
(up 5.1 per cent on year), 
October bank lending (up 11.5 
per cent), October M2 (up 6 per 
cent on year), October 
cumulative PSBR 
(L28J5 trillion), October balance 
of payments (L7.5triUion 
deficit), October trade balance 
(Ll.Strillion deficit), October 
net official reserves 
(L36.5trillion); Belgium, 
November CPI (up 2.1 per cent 
on year); Finland, September 
trade balance. 

Emma Tucker 


PARLIAMENTARY DIARY 


LEEDS 

The FT proposes to publish 
this survey on 

December 10 1992. 

The FT is (be best read pub- 
lication among senior 
European executives taking 
strategic decisions about 
International operations of 
their company (26%) and 
among Europe's top chief 
executive, (54%). • 

For a full editorial synopsis 
or advertisement details call 
Hugh Wcstmacon 
TejT0532 454969 
Fox: 0532 423516 
Permanent House, 

The Head row. 

Leeds. LSI 8DF 

On muna. • EBRS KV/, Chief 
fuwim to Fjtrvpt 

I FT SURVEYS 


■ TODAY 

Commons: Questions 
to Transport 
ministers and the 
Chancellor of toe 
Duchy of Lancas- 
ter.Debate opened 
by the Opposition on 
“Conduct of 
ministers on arms 
exports to Iraq". 

Lords: Foreign Com- 
pensation (Amend- 
ment) Bill, 
committee. Agricul- 
ture Bill, second 
reading. Food 
Protection (Emer- 
gency Prohibitions) 
(Lead in Ducks and 
Geese) (England) 


Order. Backbench 
debate on toe future 
of the Caribbean'. 

■ TOMORROW: 
Commons: Defence 
questions. 3.15pm 
Questions to the 
Prime Minister. 
Debate on EC 
budget 

Lords: Clean Air Bill, 
second reading. 
European Economic 
Area Bill, third read- 
ing. Sea Fish (Con- 
servation) Bill, 
report Backbench 
debate on the 
Immigration and 
Nationality 


Department 

■ WEDNESDAY 
Commons: Foreign 
Office questions. 
Debate on MPs’ pay. 
Car Tax (Abolition) 
BIU, all stages. 

Lords: Backbench 
debate on unemploy- 
ment Armed Forces 
(Liability) Bill, 
committee. 

■THURSDAY 
Commons: Northern 
Ireland questions. 
3.15pm Questions to 
the Prime Minister. 
Debate on the 
management of the 


public service. 

Lords: Registered 
Homes (Northern 
Ireland) Order. 
Private Streets 
(Amendment) 
(Northern Ireland) 
Order, Debate on EC 
human rights report 
Hereditary Peerages 
Bill, second reading. 

■ FRIDAY 
Commons: Back- 
bench debate on 
Britain's relationship 
with the Arab world, 
in particular Libya 
and Iraq. 

Lords: Not sitting. 


RESULTS DUE 


COMPETITIVE pressures in 
the food industry have 
worsened over the summer 
period, and will be commented 
on this week by both food 
manufacturers and retailers. 

Argyll, the Safeway 
supermarket group, should 
still show a good increase in 
Interim pre-tax profits when ft 
reports on Tuesday. 

Estimates are for a rise from 
£177 recorded a year ago to 
£ 200 m or so this time. 

Argyll is expected to have 
achieved better sales growth 
than its main competitors and 
margins are rising. 

On Wednesday Tate & Lyle, 
the sugar and sweeteners 


group, will reveal the damage 
caused In the US from 
overcapacity in the sweetener 
market and the delay in 
getting approval for Sucralose, 
Its calorie-free sugar substi- 
tute. 

Provisions, redundancy costs 
and the start-up costs for 
Sucralose will cut profits for 
the year to end September 
from £234. 6m to around £190m. 

Northem Foods by contrast, 
will on Thursday announce 
higher interim profits of £67 to 
£68m against £55 .2m, despite 
higher interest and 
depreciation charges and a 
competitive squeeze on some 
divisions. 


Growth in earnings per share 
will be limited alter last year’s 
rights issue to pay For the 
Express acquisition. 

Kwik Save is expected on 
Wednesday to report an 
Increase of about lo per cent in 
pre-tax profits for the year 
ended August to about £112m 
from £ 101.7m. 

Its market share is thought 
to have increased from 7.6 per 
cent a year ago to around 9 per 
cent 

Interim results from 
Thom-EBfl on Tuesday are 
expected to provide little 
excitement as the music 
business has been in the dol- 
drums. 


Thorn itself has warned the 
City not to expect too much 
while the newly acquired Vir- 
gin music business will have 
made virtually no contribution 
In the first halt 

The rental business, 
however, has remained fairly 
resilient and forecasts for the 
interim are for around £95m 
(£94.9m). 

Earnings are likely to be 
diluted by about n per cent to 
15p due to the Virgin acquisi- 
tion. 

Thorn is likely to face 
questioning from analysts 
about the impact of the slow- 
down in the music market, par- 
ticularly in Europe. 


UK COMPANIES 


■ TODAY 

COMPANY MEETINGS. 

OmMa Brest Uourton Halt. 
Cong Mon. Cheshire. 10-00 
Hogpra (John), KtapMoy. Waal 
Yortm. 1100. 

Murray Venture*. 7 Wool Nile 
Street. Glaopow. 12.30. 

Noras, Noras Court TOO Marah 
Wall. E-. £30. 

Star Computer. 2 The Boulevard. 
BUcfcoioro Lana. Wolford, Hans.. 

iojoo. 

HOARD MEETINGS' 
final®; 

Antao »rl«h Banka 


Mpfamo 


Wiltopito Lotonra 

Interims: 

Man 

BET 

British Ins. TM. 

Oanka Buabiooa System* 
EIIAP 


National Grid 

Booto SMontaNre water 
■TOMORROW 
COMPANY MEETINGS: 
B to nh o tor , Blenheim Kama. 830 
Ghiawlck High Rud. W.. 030. 


Darios (O.YJ, 9 Poradlsa Road. 
Richmond. Surrey, 1 1 00 

ait MOga. Oianorad Acoounumo 
Hall. Moorgaia Plat*. EC . 1030 
SaBu Industries, 785 Finchley 
Road. NW.. 12JJ0. 

BOARD MEETINGS: 

Finals; 

ApoDo Mauls 

BUlMgi 

OUMdta m ortal I da Inv. 

Rtarthw Boats 
Young (H) 

Interims. 

AmhorlML 



Evan* el lands 


Kgtamuw 
Lomdoo la nttoori 
Moots toy. TtL 
HSM 

State Food 

Thorn EM 
Vodatona 
Wa&ar AStsfl 

■WEDWSBAYNOV JS 

COMPANY MEETINGS: 

Basal « Fountain. « Wenon 
Road. Stratford. £.. A30. 

Einnoar Owd Inv. Dot, I Rnaftury 

Avanue. EC . 12.30 


Mlunitsm Hapra ra s p htoa. Farmers 
and FMehto* Unary Hall. 3 Ck*i 
SMatEC.. 1200; 

Untgraup, 7 Parry Road. WtUiam. 
Esses. 1100 
BOARD MEETINGS' 
finals: 

AH Latsura 
Runt Bava 
Tala A Lyta 
•Marinis: 

Adtohto Holographies 
Ca led on Is toys. 

CBy to London PR 

HarteHM 

MLHUga. 

Ma« n an. Urm a oon A E va mvl 
■to Xeta Hetatopa 
Rato— la tod. 

Staffing tods. 

RTHURSDAYNOV 30 
COMPANY MEETINGS: 

Atwoods. Tl* Ptoiarldgo. Slake 
Common Road. Fulmar. Bucks.. 
12 . 00 . 

Oamtard, Coventry Hilton Hotel. 
Cove nay. Worvrtcfce., 12. IS. 

Grata Uafvataai Stems, Chartarad 
ins —tea Institute. 20 
Akterreantxary, EC. 12.00. 

Breen (Ernaal) A Partnara, 38 St 
Andrews HOT. EC. 12m 
Me raids re (Jotai), The Holiday ton 
Cr owns plaza. Peter Street 


Manoheetor. 1300 
Moral American Gas Inv. Trasi. 
The Maoris* Stow. CHamber to 
Snipping. W> Mtoariae EC. 
S w age Group. ConriH Mill. Pork 
Steot Nr. SL AUtefri. Horn, 1005 
W l ggtoa Group, IMHan Institute. 
Rutland Place. SW.. 1 1 oo. 

BOARD MEETINGS, 
finale 


■attend 

Scotitaii tav. Tol 


AAHHoUtags 

Ntoutov 

AW-erle 


BraddMmptea 
Brawn A Tame 


CMorido 

Dart 


Grampian TV 
Macdonald M 
Nortoera Foods 


Sottoi West Weier 


Stoddard Sofcma ML 

Walsh rioter 

■ER1OAYM0V.27 
COMPANY MEETINGS-' 

BCE Holdings, The Pltiioy. All 
Salma Street. Bristol. 4 00 
firth (G.NL) Kings. Cedar Court 
Hotel. Wakefield, 11.46. 

Fragraora Crisis » . The LHuary 
Salta. The CftureMlf Htool. Portman 

Sq . w . iaoo 

Lloyds CMmlOte, Rad Uoii Hotel. 
Atheratena. Wantocks, 10.40. 
Norihara IndL ta p w iari UW, 
WMhtatoon Moat Hotel. 

Waonlngton. Tyna and Wear. 12m 
PkX Pstrotaum. Howard Hotel. Gruel 
Kings Street. Edinburgh. 10m 
Pocttn'a, Brooke Lana. Middiovrich. 
Cheshire. 12m 
BOARD MEETINGS 
finals: 

Automagic 

Perpatota 

Interims. 

Brown Stdpiay 
ICC 

Tharatoa Orie n t al tec. Fra d 
Company meetings ere annual 
general mootings unless OfhenvKO 
tooled. 


DIVIDEND & INTEREST PAYMENTS 


■ TODAY 

Allied Irish Banks Undated 
Var. Rate Nys $122.40 
Brent Chemicals inu. i.6p 
Doe flex 1.8p 
Gent (S.R.) l.2Sp 
Glaxo ADR S0.58 
Intereurope Tech. Servs. 
5.4p 

Leeds Permanent Bldg. 

Society Fltg. Rate Nts. 1997 

£268.23 

Renlshaw 4p 

Rosa 0.2p 

Security Pacific Fltg. Rate 
Sub. Cap. Nts. 1997 
$127.78 

Sherwood Group 0.9p 
Stag Furniture 1.5p 
Sunderland (Borough oO 
11 %% Red. 2008 £5.875 
Suter 3.2p 

Trinidad & Tobago (Rep. 
of) 12*4% Ln. 2009 £8.125 
UK 13*4% Treaa Ln 1993 


£6.875 

■ TOMORROW 

Community Hospitals 4. Ip 
Everest 4.8p 
Goodwin 0.655p 
Mitsubishi TsL Fin. (Asia) 
Rig. to Rxed Rate Gtd. 

NtS. 2001 $2291.32 
Northern Rock Bldg. 
Society Rig. Rate Nts. 1994 
£273.36 

Redland Funding 10^ % 
Gtd. 2014 £1075 
Royal Bank of Canada 
C$0.29 

■WEDNESDAYNOV.2S 
Aluminium Co. of Amer. 
$0.40 

Broken Hill Prop. AS0.195 
Eaton Corp. $0.55 
Hong Kong Inv. TsL Ip 
Merrill Lynch $0.30 
Murray Ventures &9p 
Unilever Capital 07 8 % Gtd. 
Nts. 1992 5493.75 


United Uniform Servs. Ip 
Watts, Blake, Baame 2.7p 
■THURSDAYNOV. 26 
Barclays Bank 914 % 1999 
FFr925 

Blue Circle 3.75p 
BTR 7.75p 

Can. & Foreign Securities 
$8.35 

Clarkson (Horace) 0.5p 
Domestic & General 12p 
Erith 0.35p 

Gartmore Sept. Inv. TsL 
fnc. Shs. 3_2p 
Do. Package Units £8 
Gencor R0.29. 

Lloyds Eurofinance Gtd. 
Rtg. Rate Nts. 1996 £137.47 
New Zealand Fltg. Rale 
Nts. 1997 £138.68 
Oriel 2p 
Prudential 4. Ip 
Prudential Money Funds 
Rg. Red Pf- Deutschemark 
Deposit DM1.9283 


Do. Managed US Dollar 
$0.1978 

Do. Managed Sterling 3.9p 
Do. Sterling Deposit 1.47p 
Do. Swiss Franc Deposit 
SFrO.1782 

Do. US Dollar Deposit 
$0.0227 

Do. Yen Deposit YB5.325 
Standard Chartered Sub. 
Fltg. Rate Nts. 1996 £137.15 
Tharsls 2p 

Woolwich Bldg. Society 
Fftg. Rata Ln. Nta. 1395 
£273.38 

■FRIDAY NOV. 27 
Adwest 5.75p 

Allied Irish Banks Undated 

Rtg. Rate Nts. $289.79 

APV 2p 

Avonslde l&p 

Bank of Montreal C$0.53 

Bostrom2-Sp 

Brierfey Invs. NZ$0.05 

British & Amer. Rim 3.8p 


British Fittings 0.5p 
British Polythene Inds. 

3.5p 

Chubu Electric Power 
6.125% 2001 Y6125 
Commerzbank O'aeas. Fin. 
Fltg. Rate Nts. 1995 $513.89 
Delyn 0.5p 
Evered Bar don 0.8p 
Galliford 3.35p 
Greenacre 0.13p 
Haggas (John) 2p 
Hampden 0 2p 
Housing Rnance 11 * 2 % 
Deb. 2016 £5.75 
Instem 0.1 3p 
Lilleshall 1.8p 
Murray Inti. TaL 2.6p 
NKK 6.2% 2002 Y167056 
Ralne Inds. 4p 
Redland Sterling Funding 
10Vra Gtd. 2001 £108.75 
T & S Stores 2.4p 
Weitsum 0.575p 


CONTRACTS & TENDERS 


Invitation for Offers 

Timeshare Resort, Located in 
SL George, Bermuda 

Price Waterhouse Limited, in its capacity as Agent ter 
the Mortgagee of the SL George’s Club, is inviting offers 
for the purchase of the St George's club located in St 
George Bermuda. 

The St George’s Club is a luxury timeshare resort 
comprising 28 one bedroom cottages, and 37 two 
bedroom cottages. Faculties at the Club Indude tends 
courts, private beach dub, three swimming pools, three 
restaurants, convenience store and many other 
facilities. 

In addition to the existing cottages, 4 two bedroom 
cottages are under construction, with completion 
scheduled tor February 1993. Government permission 
has been sought for the construction of a further 112 
units. 

The highest or any offer will not necessarily by 
accepted. Offers are subject to terms and conditions. 
This invitation wifi be open until 5:00 p.m. Bermuda time 
on December 14, 1992. For an information package or 
appointment to view the premises, please contact Mr. 
Richard Kempe. 

Price Waterhouse Limited 
7 Reid Street 
Hamilton, Bermuda 
Tel: (809) 295-4271 
Fax:(809)295-9797 

Price Waterhjouse 



COMPANY NOTICE 


GENERAL MOTORS CORPORATION 

NOTICE IS HEREBY GIVEN that resulting from the 
corporation’s declaration of a dividend of $0.20 (gross) 
per share of the common stock of the corporation 
payable on the 1 0th December 1992 there will become 
due in respect of the bearer depositary receipts in gross 
distribution of 1 .00 cent per unit. The depositary will 
give further notice of the sterling equivalent of the net 
distribution per unit payable on and after the 15th 
Decanter 1992. 

AD claims must be accompanied by a completed claim 
form and USA tax declaration obtainable from the 
depositary. Claimants other than UK banks and 
members of the Stock Exchange must lodge their 
bearer depositary receipts for marking. . Postal claims 
cannot be accepted. The corporation's third quarter 
reports for 1992 wQI be available upon application to the ! 
depositary named below. 

Barclays Bank PLC I 

Stock Exchange Services Department ! 

188 Fenchurch Street, London EC3P 3HP 


GOVERNMENT OF COSTA RICA 
M2NISTERIO DE HACIENDA (MINISTRY OF FINANCE) 
PROVEEDURIA NACIONAL (NATIONAL 
PROCUREMENT OFFICE) 

EXPRESSIONS OF INTEREST BY CONSULTING FIRMS 

wiHing to be considered la the selection of a short list or 
Consultants who will be asked to submit proposals for the 
direct contracting of consolting services to su p e rvi se the 
construction works or the Ciudad Coltin - Orotina Highway in 
Costs Rica 

NOTICE 

n» National P nK MWS M na OflfoofitaMiBBUy of Finance, hereby invites consulting 
Onus experienced it) the stipetvtekm of highway and bridge construction walks, which 
are "bona fide* nationals of member co un tries of the Intenuaerican Development 
Bank (IDB), to submit their t a e p r emi o ns o £ interest to be considered in the above 
mentioned selection. Interested firms should preferably be already registered with 
IDB; however, the selected firms not re giste red with IDB wtn be requested to fill out 
the DBk DACON 1600 Gum in doc lime. Interested C au sa Han t s are advised that the 
p resen t selection process has no relation whatsoever wfth a prcviots one. which was 
carried out earlier for the same purpose. „ 

The National Procurement Office wflj receive expressions of interest nntfl 9fl0 hoots I 
oa December 23, 1992. " 

With fire objective of determining (be capability, capacity and experience of the 
applicants, the expressions of briareat shall be s n imrined jointly with the following, 
bet not Omilcd to, information: 

J. Organization of the firm. 

2. Experience of (he film in sapervising similar highway protects, as well as 
IntuM t ion al work experience m the region and other countries. 

3. Let of key pessotael. indicating for each p ro f es siona l the number of yean of 
experience Id his field of spedaUzarioa and the level or command of the 
Spanish language. 

4. V pliiwt Ifa nr lS> priiHr (g pda dOM toil iin li nifinn pri— to njjpn iraUin 

sod others, to which the consulting firm is si present rendering services, with 
a description of such services, the total amount of each contract, date of 
ctMtnDeodng work and estimated dale of completion. 

5. Audited financial a t awmci it s for the last three fiscal years, accom panied by 
certified Notes to the statements. 

6. SbonldtfceepplicMioa be tothmitKd by the firm through a local representative, 
a power of attorney to the authorized pmon &oold be pr e se nted. lathis same 
■i w ni ira that ririnflpw the .miw i Mw i penon to act on behalf of the firm, the 
latter should expressly declare that it renounces to tfre laws sad tribunals of Its 
country and accepts lo submit itself m the Costa Mean laws and tribunals. 
Said power of attorney it to comply with the requirements of consular 
c o i i fic n k Mtt and awfl tf if “* 

la addition to the precetfing information, the firm shook! submit evidence that it 
complies with the following requirements. 

- to have an excellent ethical and profesmoml reputation; and 

- not to be in any dwafioa or work leterien, which may cause whatever possible 
conflict of Interests. 

The shove Infomtetion and doenmetaa should be submHtfd fa Spanish, in one original 
and two copies, with s covering letter, also in Spanish. 

DESCRIPTION OF THE PROJECT 
The project construction is ifivided fat the fonowiag three sections. 

SECTION b CIUDAD COLON- MO GRANDE 

This toad section shall be X&74km long and 730m wide and is to be paved with 
bittntdnons concrete. For Sections 1 and it, however, the option of using concrete 
pavement in Den of bhnmblOUB concrete and base is being considered by the Ministry. 
This seedon indudos two access roods, H Coyo! and Tnrrtcares, 14 overpasses, the 
tool length of each ono being between 25m and 16m, a 30m long bridge over Rio 
Seguodo with prest re as e d beams supported by a reinforced concrete atiuuwc and 
approximately 95 bcut tsfofs. 

SECTION Dr JOO GRANDE- OROTINA 

This renion shall be 2251km long md 7J0m wldte, • bitimifnots concrete pavement 
shall be provided. It indndes three access reads, Alenas, Breobo] and San Pablo, 3 
overpasses and 2 tatachangES whose total fcogA varies from 25m totiOm, a 55m kaig 
bridge over Rio Grande do Tfcreok* and approximately 130 box culverts. 

SECTION m.- MAJOR BRIDGES 

Tlfo cotritm indddes the constrocdoa of bridge* of various tenths orer fee fbfowmg rivets. 

Rio Vtrilli 1 95 m length Oachrada Coocepcfoc _„299ra length 

Rio Ornelas.— — 126ai length Onebnda Safiml I52m length 

Rio Grande ~J36m length 

The total cost of the constrocdon works b estimate d to be \JS$56S milOon. The 
project is financed jointly by the In t er s med c an Development Bank (IDB), the 
Invcsnncsmmd of VeBezoela (FD0 *>d die Goverment of Oosta Rica. 

The project amstmaion period is csttbBsbed in 36 nmntbs, While the time aOowcd for 
the cansnUM fin# to omnpfcio its worie is 46 months. 

FURTHER INFORMATION ON THE PROJECT IS AVAILABLE AT THE 
FOLLOWING ADDRESS: 

M iitfllBrio d e Harienda, FrovcedurisNsckmal 
Apaiudo Postal 5016, 1000 
San JosLCDa Rica 

Tclaboaes: (506)20-3473 Tdefou (506) 20-3*67 (506) 31-7844 

(506)31-7561 (506)20-2471 

San Jort, Costa Rica 


CUga Man* Alfaro Salas 
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CONFERENCES & EXHIBITIONS 


NOVEMBER 25 
Remuneration Strategies For 
T1ie‘9t7s 

Rttfccing salary costs nd motiwiiDg staff 
do not have to be nramally exclusive. 
This seminar for owner managers 
provides proven ideas on achieving 
competitive advantage using the tales tax 
de v e l o pmen ts. Contact: Davfd Wfflrioson, 
Ernst & Young. Td: 071 931 2335. 

Pms 0713538134. 

LONDON 


NOVEMBER 26 

F ina nci al Reporting in The UK 
The conference will review the 
Accounting Standards Board's pro gress 
and proposals for the treatment of capital 
iMt mmsn ti. profit and loon nwiwi, the 
operating review, off-balance sheet 
Instruments and intangibles. 

Enquiries: Financial Times. 

Tel: 071-251 932L foe 071-251 4686. 

LONDON 


NOVEMBER 26 

Investment India *92 
Last 4 hum m atl c te J the mast important 
country investment conference, is India 
worth a closer look? How do 1 sc! up 
there? Can 1 repatriate ay profits? 
Arthur Andersen, Masons Solicitors; 
I SsUmea * P»hw inmm rfv nprt m m. 
Offiaal Conferences: 

Tel: 0814597202/4513188. 

Fax: 081 4597201. 

LONDON 


NOVEMBER 26 , 

'Marketing tor the Professions 
aid Service Businesses' 
Cranfield School of Management with a 
leading Marketing Consultancy are 
holding an event directed at subsidised 
marketing advice for firms. Three free 
seminars on 'marketing and selling 
services* pins advice from consultants 
wifi be available. Contact Marketing 
Initiative, Cranfield School of 
Management. Tel: 0234 751122. 
Location: lOD London. 
LONDON 


NOVEMBER 30 & 
DECEMBER 1 

Managing Financial Risks 
The Workshop is an intensive, practical 
con me aimed at those who wish to 
utidustand the principles and practices of 
finsncisl risk tasnagranent 
Enquiries: Ruanda! Times. 

Tab 071-251 9321. foe 071-251 4686. 

LONDON 


DECEMBER 1 

Business In The Future Europe 
Part of The Advent for Europe, a British 
Presidency event, the conference will 
examine: the impact on Btulneas, 
political, regional. East Europe and 
Northern ire topics. Contributors indndK 
Wilhelm Noltisg, Gerhard S token berg, 
Patrick Sbccby and Nefl Klooock. 

Details fiom: Mr Mate Lee. 

Teh 0225466744. Fir 0225422903. 

DURHAM 


DECEMBER 1 

Developing A Business-Driven 
LT. Strategy 

This one day conference show bow the 
effective management of the process of 
■mtegie planning and Impiemenniioa can 
lead to the successful nse of LT. to 
support b us i n e ss objectives. 
rvmwf p mb tess lntclligeiice 
Teh 081-544 183a 
Fax; 081-544 9020. 

LONDON 


DECEMBER 1 
Ute insurance Tax Seminar 
Ernst & Young win be holding a full day 
seminar oa Life townee Office Thxation 
with sea rions on the new rales, products 
and personnel, and the European 
dimension. Venue: Pone Crest 
Bloomsbury Hotel, London WC1. 

Fee £58.75. Contact: Andrew Baddeley, 
Ernst A Young. Teh 071 9313231. 

Fax: 071 928 1345. 

LONDON 


DECEMBER 1 &2 
World Telecommunications 
This year's conference will focus on the 
treads changing the shape of the IndoOry*. 
deregulation, privatisation and 
globalisation. Pmaoriog tire infiastnietwe 
fat tbc Third World and Eastern Europe 
will also be reviewed. 

Enquiries: PtaandaJ Times. 

Teh 071-251 9321. Fax: 071-2514686. 

LONDON 


DECEMBER 2 & 3 

The 2nd Internati onal Operations 
& Settlement Co nfer en ce 
A two day conference for Food 
Ad minis t ra tors and Investment Managers 
charged with handling international 
portfolios; Senior Operations officers and 
Communications Managers in custody 
registration or depository services 10 
assess the scope for practical miniuwa to 
reduce costs mid lessen market and croft 
risk. The Royal Kensington Hotel. 
Contact: Adam Lawrence, Equity 
International Conference Division. 

Teh 0714038785. 

LONDON 


DECEMBER 2-4 

Venture Forum Europe *92 
Raima sessions win focus trn performance 
measurement, investor relations, direct 
Investments by iasfiimians, exit strategies 
and successi oa problems in European 
owner- tnuaged businesses. 

Enquiries: Finsnciai Thnes. 

Teh 071-251 932L Fnc 071-251 4686. 

LONDON 


DECEMBER 3 

How Secure Is Your Job? 
Whether negotiating their own 
em p loyment contracts or drafting those of 
their employees, directors shoald be way. 
This buUtute of Directors seminar is 
divided into two independent sessions 
high fighting vital factors in both areas. 
Enquiries: Director Confaeaco. 

Teh 071 730 0021 

LONDON 


DECEMBER 3-4 
1992 Financial Industry 
Accounting Conferenco 
‘Financial Reporting tones Facing Banks, 
Insurers, A A llfinanz Institutions.* 
Confront accounting and reporting 
challenges facing yoor Institution. Topics: 
EC Accounts Directives, Secret Reserves, 
ABfmmz Accounting. Securitisation, Nou- 
Fhtancis] Disclosures. Contact: Elaine 
Pitzsimons, LafCerty Conferences. Tel: 
(♦353-1) 718022. Pax: <4353-1)713594. 

LONDON 

DECEMBER? &8 
The 7th International Energy 
Conference - World Energy 
Demand: Is Growth Inevitable? 

Convened by The Royal Institute of 
(acruatiMsf Affair*. The British Inaftute 
of Energy Bcooosni ra and The Imentadoaal 
Association of Energy Economics. 

To be held at Chatham Bouse, London. 
Enquiries: RJ1A Conference*. 

Tel: 071 957 5700. Fax: 071 9575710. 

LONDON 

DECEMBERS 

The Henley Centre 
Leisure and Tourism Futures 

This conference Is tbc culmination of a 
major research project examining 
consumer and industry trends' in world 
tourism and foenssing oa the impOcnthkos 
for UK Industry. Cost: £250 + VAT. 
Oatuncc Jscqsri Gotts. TeE 0713539961. 

LONDON 

DECEMBERS 
Directors' Pay 

Directors’ Pay has never been more 

coctrovcmal. This Institute of Directors 
half day seminar is designed for directors 
of nail to mrrihm, s ubJ companies who 
understand the importance or pay and 
benefit* in retaining their company* most 
important asset- its management leans. 
Enquiries- Directors Conferences. 

Teh 071 7300022. 

LONDON 


INTERNATIONAL 


DECEMBER 2,3*4 
Sponsorship Europe 
The international conference on the 
challenges and developments In the 
Sponsorship Indusny. Will pay auaiiua 
to n.o. sports, aits, healthcare, muaic- 
narietiig. for marc infor mation , please 
contact Cornelian Baijcno. 

Teh ++31 3465 73777. 

Ftoc ++3l 3465 7381 1. 

MONTE CARLO, MONACO 

JANUARY 27 & 28 1993 
Suter + S titer Pharma 
Symposium ‘S3 

Turning Strategy Into Reality'. Tbc 
symposium jodudea speeches, workshops 
and vails to pharma companies in Basel. 
For • fall co nfe r e nce programme, please 
contaiT Suter + Surer Pharma, Mr. Roil 
LOthi or Mr. Mated Hug, P.O. Box 632, 
CH-40IQ Basel. Pboac +41 61 2757575. 
Fax: *41 61 275 74 74. 

BASEL 


TO ADVERTISE IN THIS SECTION PLEASE CALL ALISON PRIN ON 071 407 5752 


BUSINESS 

TRAVEL 


CLUB CLASS, 

First Class, Economy. 
Discount fares experts. 

Richmond Travel 
081-332 2288. 

ABTA 52151 - IATA. 


LEGAL NOTICES 


Nodes orAfpotemoa of 

Into AAuliiluli jjn Pyjwhiara 

KNITTING MACHINE ELEMENTS 
LIMITED 

Rcsacrcd iMiitwi. 876841. Ktanefbutan 
Kaiuios machine rtrmrnu distributer! and 
BMifuurnt of sprint clip. Trade 
rtiwHfeto h n: OK Date of appokaxnrai of ioam 
adtatiubnauw mtare 13 November 1992. 
Name of poison appointing Lhe Joint 
adndtar&atJve receivers; National W rtoBiinrsv 
Bank pie. LYNN ROBERT BAILEY and 
STEPHEN JONATHAN TAYLOR, Joint 
Adminhliatlra Receiver* (Ollla bolder nos 
6*96 rad 7121). Oak GoDjr, Abaca* Ibaue. 32 
Fm Lane. Lo iuran LEI 5KA 


ISRAEL 


The FT proposes to 
publish this survey on 
December 7 1992. 
Israel's future will be 
shaped by two 
over-riding issues that 
will face the new 
government; how to 
pursue the Middle 
Ease peace 

negotiations and how 
to regenerate a 
lacklustre economy 
weighed down by 
immigration from the 
former Soviet Union. 

For advertising 
information, call 
Louise Hunter 
Tel: 071-873 3238 
Fax: 071-873 3595 
Alternatively contact 
Roseline Lewin 
in Israel 

Tel: 010 972 3 540 
6913 

or 010 972 3 540 7636 
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FINANCIAL TIMES MONDAY NOVEMBER 23 1992 


WORLD STOCK MARKETS 


SWEDEN (CMtiauxD 



CANADA 


Mali LewCteae Cfang 

TORONTO 

4 pm doae November 20 
OuotaOoiB In cants uniem mark*} 3 
5300 AMU Pr *a% 13 % 13% -% 

020 0 AgnkwSe *8% 9% 9U 

7SIOO Air Cda 28S 200 200 47 

13400 Albrn En uSl7 ld% 15% 

7000 AlbNlGa* J14*| M U +% 

457000 Alcan AJ x SSO 181, 20 +% 

1 12200 Am Barr 0352, »% 35% +% 

63HKI aim a 1 m% n% its +% 


Mgn UwCkwi Cfeog 


MOi inwCkH dng Wt* AM *■* uadmOtj 


WO Coputatofl 

99 

SB 

a 


SB200 Corel ays 

822% 

21 

21% 


1B0d CoacanOev 

400 

W> 

400 

-TO 

330000 CrownX A 

am 

182 

200 

+15 

1200 Oerdaon A 

28 

28 

28 



TOO Lauretta $10% 16% IDS 
soo Laureot Cp MS 5% 6% 

000 Unan Mat MS 6S AS 
aooQ Locrtaw sirs ir% it% 


5300 ABtBWPr 
0200 AgnkwSa 
75100 Air Cda 
13400 Aiwa En 
7000 AlbWGa* 
457800 Alean Al x 
112200 Am Barr 
63 HM Ate) CM 

99400 SiMcntrl 
350130 Bk Non SC 
3000 BCSuger A 
086000 BCE IOC 
40000 Balmoral 
2900 BOR A 
227500 Bomroors 
69000 Bov Valley 
228600 BP Camtt 
135300 Bramalaa 
40700 Broacan A 
61000 Breakwmr 
8900 BC Til 
41OO Brunoor 

200 BniHttl 

SMJOCAEInd 

226700 Combior 
16000 Cunbridfia 
1700 Camoco 
TOO Cball Rea 
321000 Can Imp Bk 
17700 Can OccW 
349700 Can Pac 
300 Can Tlrfi 
179000 CanTIra A 
32800 Can OBI A 
9700 Cas UtH B 
1900 CanQenlnv 
200 Canareax 
8300 Cantor 
900 Oftfomt 
20000 Cara Op 
16900 Cascades 
17930 Ceiamae 
SOO Cnsri Cap 
17300 OMpa Odn 
100 Cntrl Fd A 
74300 Comlnco 


472000 Ootaaco 


SB 7% 7% +% 


S454, 46S 
*23% 23S 
sas 0% 
*«% «% 
7% 

MS 6S 
612 S IIS 
W% 6% 
8I4S 14S 
41 40 

SU% diaS 

33 23 

S20S MS 

*20 19S 

ms as 

« 6% 
Il2 11% 
S10S BIOS 
ms 16S 

40 d40 

=«% MS 

aos ms 

SMS 13% 
■174, 17% 
SMS MS 
S21 as 
sms as 
errs 27 
irs d1?S 
*25S as 

S2IS 21 

400 439 

MS OS 
Mrs 41 S 

3 3 

230 217 

476 479 

Sirs di7S 


45S 

23S 

ss +S 
43S +% 
TS 

as -S 
12s +% 
as +s 

14S 

41 

13S +% 
23 

as +s 


MS -S 
«% 

40 

as 

as -s 

M +s 
17S +S 
IBS -S 

as -S 

as -S 
27 
is 

26S +s 
21S +is 

466 -« 

«S 

4 IS -S 

3 

217 -6 

460 

17S ~S 


3200 Dmlm Tri MS 6% BS 
20200 Omar Inc 460 0423 460 ~t 

UBOOfiuPHltA *40% 40% 405, 

2900 DmariKA 290 287 287 

B6ioa eobbxtm MS d&% 0 -S 

7600 Eraco Ltd 405 460 480 ~t0 
2200 Empire 511 11 11 

MOO Em* Mar 577% 17% J7% +% 

2900 FPI LU . 330 320 320 

10300 FahnsKVTir S7S 7S 7S — S 
1600 Finning 611S US US 
5900 FitUaraA $10S 9% 10 +S 

no Fort}* x ss% as as 
5200 Few Saasa *»% 20% MS 
53400 FrancoNov S27S Z7 27% -% 

4000 Galactic 7 7 7 

2600 Qendta A SI7S 10% 16% -% 

19000 Gland* GW 465 446 485 +15 

16000 Oranges 166 M0 160 -HQ 
13000 GMLKaco g$US% US 16S +S 
137700 OiXt CM R 478 488 470 HO 

5 NO GW WiH M 6 0 

1500 HarrtaSi A SB fl 6 
100 Hawtar Sid «Z1 21 21 

109000 Haaa MB a MS dSS BS ~S 
49400 Hams Mar MS ® 6 -% 

37200 HoWnoar x 510S 10S 10% 

8900 Horn* ern Si 6% 1&S 19$ 

116300 Horaham MS 6% 8% -% 

300 mms^HU ss% 5% •% 

67200 HadwreSay JBOdarf 25% -S 

146900 Imasco S40S MS 40S +% 

109400 Hip Oil *43% 42% 43% +% 

237900 face £23% 24% «% +% 

300 MMuraxT 17 7 7 

MMOHpnPipax S23S d23 23% 4% 

1600 Inveat Grp £24% »% 24% +S 
1200 tvteo A 298 290 2B0 


0000 Jamock 
900 KanMfex 


SIS 12% 12% — % 

m i8 ms 


8800 Laban £27% 27 27 

611200 Lac Uinta 67% 7% 7% 

700 Lafarge x 616 17% 18 

7900 LaWlaw A SI0% 10% 10% +% 

419800 Lafcftaw B 610% 10% 10% 4% 


I 22700 Madotnzto 
' 100600 Mem Gl x 
98200 Magna latA 
8300 UplUFds 
3500 Until TAT 
4800 Mark Rea 
2600 106 Mb B 
33700 MataB Min 
300 Mono* 
M7TXJ MM Corp 
14400 Motacn A 
62000 Moore Cep 
23000 Muscocho 

47900 N6 Bk Can 
10300 Hon tad A 
90500 More ndafer 
60800 Norand* 
400 Ndron&IZ 
677900 NorcnMVtg 
689800 NDi Tele 
64o0 ttorthgate 
336400 Kora Carp 
32000 Monaco Vra* 
2500 Numao Oil 

7100 Oink Core 
tORU (Mm Ax 
280400 PWA Carp 
104600 non* A( 
1200 Puctti Pm 
22800- Pegasus 
20800 Pienaar Ml 
198000 Rnrikat * 
320100 PocoP* 
48000 n ewe r Cere 
400200 Prnnar Bn 
3400 OaeeevA* 


297300 Ranger on *7% 
30300 Rayraok MS 
100 Reed Sian 633 
800 HaOmaa 9 St7 
137400 Ran'eeance alisS 
49400 RepapEm 266 
16900 Rlc A Igam SMS 
276800 flogereConfi *13% 
100 RoBimana M5 
298000 ROfUBKan *23% 
241900 RytM Ha 172 
656900 flyrrmeo zto 


S6% 0% 

518% 15% 
330% 30 

SI3% d13% 
*21% 21% 
468 488 

815% 1SS 
*12% 12% 
5US 15% 
180. 178 
SOO 29% 
119% 19% 
5 8 


6% 

18 +% 
30% 

13% 

«S +S 

485 ■« 

18% -% 
12 % ♦% 
16% 

H* 

29% -% 
19% +S 
- 6 


MS 8% 8% +% 
500 465 SOO -MO 
57% .6% 7% +% 

117% 17% 17% +% 

*25 SB SS 
S20 16% 20 +% 

» 61% N% 42% 
BS dBS 68 

58% 8% 8S 
SB 8% 8% -% 
uses 8 8 -% 


41800 SEamCaiA 
150400 Seapoam 
2000 SconPapar 
8900 Scans hot 
134400 Gaagrem Co 
1300 Sun Can* 
$500 ShMCan A 
22300 Shantfl □ 
68000 SHLSya 
128500 SNC Greep 
WOOD Somre CM 
308000 SouBrem 
5400 Spar Anna 
120800 3tolca A 

52300 TncX B 
900 TatooHOc 
109500 TlKxnsan 
340100 Tar Don 6k 
MOOS Toratar B 
24100 Total PNAm 
352800 TranaAUa 
1M2JOO Transcan P 
2000 Trtmac 
200900 Trtwc A 


V% 7% 
900 soa 
M% d3% 
810% dlO 

’Si ii 
ssiifi 

SB 8% 
39% 9% 

B% 0% 
SIS% 15% 
615% U 
t44 133 

517% 17% 

513% 13% 
SM% 14% 
*17% 17 

S2»% MS 
MS 6% 

S14 13% 
SI7% 17S 
*6% 6% 
M3 IBS 


9 % +% 

38% -% 
«% +% 
8% -% 
9% 

IS% +% 


17% +% 

11% 

1 <% +% 
17 
23% 

8 % -% 

13% 

17% -% 

8% 

208 46 


7% 7% +% 
&% 22% -% 
145 143- -12 

«28 286 -W 
28% 26% +% 
MS M% +% 
8 B 
14 14% +% 

<70 460 49 

16 16% +% 

21% 21% 

18% 18% 

7% 7% +% 

»% B% -% 
35 33 

17 17 

18% 16% 4% 

2BS 280 
16% 18% +% 
15% 13% +% 

99 97 

»% 23% +% 

. 188 170 44 

260 270 46 


800 UAPA 816% 16% 18% -% 

3900 UnlanEM *16% M% 18% -% 

500 UniWdCaip *S9% d25% 25% -% 

2600 UMDwnHd *« 9% 9% +*t 

1600 Univa *7% 7% 7% -% 

8500 Viceroy 1% SSS SS SS 

54100 Wcosun e si/% 17 ir% -S 

2200 NttHI 040 *34 53% 33% 

6290 wic a sisu is is% t% 

l - He voBiy rtflha or re U rlct a d rating nglita 


MONTREAL 

4 pm dose November 20 

33400 BfoMIMre S12% 11% 12% +% 

20 SO> CamMor SW JI% 11% 

37800 CanwpBk S38% »% »% +% 

900 CoMtacaai a SO di3 13 
88700 Csacadas »% 8% 8% -% 

200 DomlnTn A »% 6% 6% 

4000 UaeiaanHni S12% 12% 12% +% 

22600 NatBk Can 58% «% 6% 

88900 ODHawAi Sia% 18% M% 

M000 TWegtoW *13% MS >3% 

1700 Univa *7% 7% 7% -% 

6400 Vidootron SI8% 18% 18% 

Total Salat 17,221,010 aharas 


INDICES 


NEW YORK 

DOW JONES No* Nov Nov Nov 

20 19 18 17 

taUdrtab 3227.36 3209 53 3207 J 7 3193.32 

Herat Bondi 10215 102.07 10216 101.92 

Tnaport 1389.96 1364.73 125.13 134123 

UUlfcJs 219.02 21819 21877 217.70 


Slnca caropHaMor 
HIGH LOW 


341321 3136.56 341321 4L22 

U/6) Wlffl CW921 (2/7/321 

IfluO 9841 UOM 54.99 

am am aarnm anew 

146768 12M.46 1532.01 1832 


10 OWJJ 

iJ9 200.74 


anm antrs 

23623 10J0 

anna wm 


STANDARD AND POOR S 
Comdtci 42565 423.61 422 


81 ML Du's MM 3249.78 0231 141 Lea 319764 0190 JS 

QSTS High 3231.14 C3Z1665) Uw 3209 J3 0200889 


ntaradau) 

689 (Mud}) 


<2565 423.61 42255 41927 42565 39460 42665 4.40 

qo/ 119 afl oaium antes 

5006 8 496.75 496.04 49160 503 JO 4TO.91 5O3J0 362 

3821 3802 3813 37.68 sis har w 

02/Ul S/4) 02/11/92) tt/10/741 


IS w 

8/4) 02/U/92) 0/10/74! 


RVSECnevedU Z34.78 23325 23267 23L09 234.78 217.92 234.78 4.46 

(20/11) <8 14) QOtUim <25/4/421 

Abb MIL Vital 39219 30934 386.49 384.29 41899 36405 41899 29 Jl 

02/29 W0) 02/2/92) (9/12/72) 

NASDAQ Cbrapedlf 54261 63837 63466 6Z7.07 644.92 54764 644.92 5467 

(12/21 Q6/U 02/2/92) (31/10/72) 


Doe tatetrU Oh. md 


Nov 13 

Nov 6 

Ore 30 

year age {approx.; 

337 

3.20 

321 

3JO 

Nov 18 

2fa5 

Nov 11 

265 

Nov 4 

266 

year ago (approx.) 

267 

27.71 

27.72 

2731 

2204 


S6 PMutrUA.TM 
S 8 P tab. P/E ratio 


NEW YORK ACTIVE STOCKS TRADING ACTIVITY 
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FT MANAGED FUNDS SERVICE 


• Unit Trust prices are available from FT Cityline, cell 0891 43 + the five-digit code listed attar 
the unit trusts. Calls charged at SCp/fflinun cheap rate and Up/minute al all other times. 
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lAcoatltah*. 5V 5BJ« 5411 62 8817.42! 

Guinea- -SV L163 1166 1231 

(Acorn Unit*} . .SV 316 7 316 7 3343 
Glcbil Income ... ,5V 168.7 170.9*181 

(A«*nu*ta> 3<g 304 6 364 6 387.9 

HMVMd 5V 113.0 123 0*120 2 

lAczM, Until . SV 3068 
Smllr Cm Dtv ..SV 32.43 34 5M 36 79 [7 50 
UCMlMBl.. ,3V 3982 <181 44.48^, 


■mm 


Martin CurHe UnH Trusts Ud (0905)M 
SihlieCR. 2OCatleT0rn. EdUwflh (01474 
FnCmBVMXd -5V 1M9 1044 1113 952 

A SiMA „5V 61 60 6160465 39 4 12 
..111 5889 5889 6231 136 
111 5V SLOB 5108 54 22 1 33 


Newton Food Mners Ltd U200)F 
Z LlMBa* MI9K SE19RA 07 -4074404 

Mran Income 607030 17430*186 45 * 7BkS3 
HMMCM* 6 §30 21 23021*244 91 1.72 WSM 

MHGaml . . 6p6 68 139*9*14876 J.OsESfl 
HewUiUlBd 6p4 91 LIA 63*134 IB 7,221*0212 
Cromb . .. -614434 4434 uoooliso - 


Royal Life Fd Mpnt Ltd (10OO1F 
PO Bm 34. P uMberancA PE2 OUL Mat 0733 26 2820 


6CTW8EM 0733 


Dnlin Ol 
54 14 S7 81 

06*5 yfS",HSEsfiEB E^Af£^6Acc' 1 SsS 

614434 9434 100 0012.50 - HW foe team .... 5 150 5 150 S 1609 


6?0k UaUM lbfra *33 l*H>Ma«9-U _SV 7521 7662*813311.66 <UU MrawM 
UW (,7«*WlW21l<ni UK GronoA . .. .3V 63 36 64 32* 60270! 8D «J62 

wnaav . . -Sit 571b 67 83 6131 

Cbarl lie* . ... 51| 41 82 93 10* 98 83 


AnTtrSreH-QH . 
(team UnH* . 
MsruAmenoa 


Norwich Union Td Nansen (1200IH 
rate 124. 51/59 tee Uae. NorwkA « 


8182 82.77 
84 67 8683 9110 
7084 7137 75.93 


06 65 06 5836 1.72 

■AmUnKiiy. 5V 6139 6139 6507 172 

tocomr _.5V 1797 1818 1435 469 

(Accra UaftU . 3V 413.4 098 *69 

SamhrCa'l SV 932S 9323 98.85 2.91 

lAccra lloHil..- SV 1098 1098 116 4 L91 
ImPertclle* ...3 MJ5 MJ5 6122 2.76 
UfWtUW _. 3 6626 66 26 6830 2 76 
51. to 52.18 54 076 22 

Barrage UnH Id Manomt Ltd (0905>F 
117 FndunA Si Lnodoq EC3M 5AL 071-480,; 
SbonDaiMCIU 1VI67 95 67.95 6&86l68Dl< 


Unite Ban Y* U 
BlHPmtfsflalK. 
UaPanlWtoAcc. 


(Aecaai lf*ai> . 5V 86.45 87 U 9267 
E*m*Sprt a l ..SV 70.03 70 03 74 50 
(temlMUJ... SV 7236 7236 76 98 
Eu*0o* ..._5V 1166 U66 124 0 
(Accra uniui . SV 150.4 ISO 4 ibg.o 


Dnaedln Unit Tit Mngn Ltd QdOOW 

awirMSPrt»7 

Srr!!:iesi»iS}{gs 

ara«la - _? ISO 7 120.7 1285064 «W 

H Td Manomt Ud (0905>F SraGrraA .... is ao49 aa<9 rotafeM jftg 

SL LoolH EC5M SAL 071-4807216 JApSallrCo 5 310.7 310 7 330 6)0.00 *®J 

It 16167 95 67.95 u m.Ws Mjrnu. HuAmerV S 1762 1762 187 JU *9 W^5 

^ * 0 Exenm* 5 1093 1093 UUi 07 l 4056 


laOnraKloTacc. Abg4ca A89 10J K 
AmmMcAbtaU SVI3866 3866*4094 
' 50 74 50 74 50 74 
70 2B 70 28 74.50 

_ 70 80 70 30* 7520 

Oempi 1 BIS 1 815.1*841 9 

Eitra tamnr . 5V 3764 37 04 4102 
fvlanlraitaOB SV 70-12 7012 75.51 
Flirt MM SV 1616 1676 17.09111 . 
Food Unfit .. .. i 1004 111 1* 118 bll 43 
F art lm Til Act .5 1793 184 0*1464 
Juan SV 1373 1373 1457 

Pacific ,5V 464* *661 <942 

fVtmmjSJur, 5V 36 80 38 23 40 81 
UK Growth . SV 548 3 34 83*57.74 


World Growth . SV 53 20 531 


4872 4878 5207 
,5138 3138 
015164 5164 


Acorn Unit Trad Managers Ltd Q10C>F 
1 WHIl Hart YALaaBMRrUHSElllIX 0714^9* 

Ethical T« 7 363620 U6 20 126 14 (0 wUtf 
EtHUllMAcc SU1J2 12132 131 MB 48KM 


Acama Fuad Managers Ud U400)F 


For CS Fand 81911 inn Ota FuwrtUl UT 

Canada Life UnH Td Mgn Ltd (UDWF 
819651 PHiamnw. Hwn, EN6SBA 070751122 

Cm Gen Ota . ..-6 1513 1544 163 7^ ' 

Do GenAcenai — 6 277 8 2833) 500 0 
DomnraDM -.*0639 88 56*9587 
Do Me Acorn - . 6 2405 2463 2613 
Gill & Frill* 6 39.12 39 21 4136 

Caawh Fnnd Managers Ud (12M)H 
1 Olympic Way. Weakley, HA9 ONB 
001-9028876 . Duflm: OBDO 28^1 

Gramdi .. . .SV 4036 40.61 45. 43 049 0238 

■MOM ..SV 4627 46.93 MIS B 16 *331 

Far CM 5S 3666 3636 39 4ZB30 0232 

North America*. 5* 7400 74 88 8032)001 *0233 


UK Salami Lae 
UKBalancarita 
UK Grtwrth Act I 
UKHKOSelac 


Eagfe Star Unit Magrs Ud QMWF 

nuara* rumim n S3 7L^ 02 “ 

UK Balaocrt Acc ....611384 1303 138 6 
1816 1843 1963 
115 9 1138*1232 
154 5 1367*1454 
1052 1059 1103 
124.1 1306 1589 

— ... - .u 6001 60.01 63.68 P 64 

UKPrWiFIAee 6 4330 93J0 49 01 
tall Sore State ....6 4106 4106 4368 
EaNnumAOrtS 6 62 78 64 03 68 12 
Mrttd Ogpl te 6 64.78 65 64* 69 83 
J apwoete 6 45 JB 4325 4601 


MurtOali. 6V 73 28 74 62 7438 - «46M Esmpra ...-5V 1166 U66 1«0 

taCTraUco; _lS 70 41 7205 7665 - «6D gg g }‘ M ‘* il ■ 5 

iraTnBcbncrt-bV 7bJ7 77 73 8269 - «632 B*g* «!* ms| S. ITS I 

ita Euffy . . . 6V 7BB9 803 9 85 52 - 4W27 Tf *?"** 0 ~ |!» Si Sj IAS i 

UK Emcrrat Cd) 6 V 41 94 <3 90 46 70 - *6626 iff *?,: - j ISi S2, 

Amrteu b! 8996 9091 46.71 16623 ?£ I^H ^ 8 lSl 

ju«a 6% 41 41 41 80 44.4b - 46611 )«4 }3 t'I 156 9 

E0«a*M .. bv nu 77 88 82B5 -*6628 SSSES ••"52 IS, IS, Mttn u 

tv Sw SS «« =2S !v 2103 2iS;5*^i «.« 

SS* “ Jin JSS SS laES (Accra Unlttl ... 5V 2*5 6 2300* 266 0 1 41 

S5rU*ITiafc V ?ZAb 7676 Sao'lwCrt SV 7333 7383 7854 294 

BSS8ST -5V 4151 4131 973110 00 - iflSgiiW*-- Vi M 

Beririty Income ..3 V 9521 4521 IWTUpOO. - Hgggftfigf ~S 7?io HiS «'S ,, 
BWBW nHMOAII SV 9841 100 69 105 49 [2 27 1*7741 Jr " .3?, riaTr,iim.. -■ *— imL 

hbiMEan*alc SV 47.92 4821 5088B50 - TtaMecpreBrtaiCAKiltamybaiw AnralHttam) 


CbarlUes 

Japu — . ... 3V 3612 3612 5834B 15 

Enrniaq Matos Si 6389 6348 7003091 

Mercury Fond Managefs Ud C1000JH 
33XIai Wllltan Sl. EC4B4AS 07 

Inrtui . .9 1704 170 4*181 0 

(Accra Umul . 5 1821 1821*1934 
American Oppl . 3 7144 7246* 77 30 

(Accra INMi) ..5 72.43 7346* 7836 
BrtthJi Blue OBp- S 6522 6522*69 44 
(Accra UriU) . 5 7636 76 36*8157 
Ctafe" ... .0 100 6 100 6*100.6 

(Accra Unto) * 0 126 3 126 3*1265 

EammnanEmtA 3 lu9D 1690 1740039 
■Accra IMul ... .5 1804 1004 141 bto54 
European bcom* .. 5 6b 91 66 41 70 99031 
(AuumUnta) . 5 83.74 83 74 88 73 031 


UKEimlqr Grata .4 


.4 95 IS 99 15 101 27 
6 L1319 114B2 12S 15 
.6 103 72 10550*11231 
6 86 JO 89 35 95.05 


UKiratcKintr 

bUh*BToctta|l 

Inurrutlorul 
Eun 
Pu 

_ HtAAamncu 

9 NUAmoSatHrC* 


itiojj 10333 11046 
6pL(D 112.74 119.94 
6pT5« 11230 11438 
6p4 99 17683*18612 
6029 03 130.16 138 All 
6 [96 71 97 80*104 04008 


HnamcDHi 547.41 97.41 104uk34 

Ryl Lift I* Clan . 5 V 51 82 51 82 5514 U 68 11222 
OflUlFHUItaa SV 49 40 49 40 527ota JZ *122) 
fMUfrtaUScec . SV <0 70 40 70 43 24)0 00 *122* 
inUaeratajCm SV 7915 7915 flSJbfejl «23 
tail*,, framing +- 5V 1314 UL*d 139 9|4 1<)*MW 


Maw* 

Royal Lmfon UnH Tit Mgn Ud (220fl)F 

teal Lit* Hie. Quarter E01 IRA _ 0,' 

Ameckja Grata 5VU2S 1 1231 132 7 
Lnbtaa GflMk 5 V 7625 76 25 8a 64 


60*9 17 15057*lMIjeb SETS FarEjaGmui SV|75 63 7621 8) 08 
Sp7 02 i«toi«29ESBi3 »!« 


6)6256 63.40 67 45|D 72 


5V 1311 1511 139.4 


6&2407 12503 133 01P05 
66070 103 8? 110 48* 69 
. ... 6167 61 MSS 73 99)647 
Cw6 Deport Aman F obo420 104 20 104.306 05 


140 74 23 U 47 Dim UKGiphB. . 5V 158 42 5892 62 bap 90 

ISJJWuSSP^Kot 7niwi General .. 5VI166.7 167.4* 178 7tt 92 


Peart UnH Ttuds Ltd (10001F 


rtnrirrtarsankc .V, 4&2S 4865 5135680 - 
Do (Acorn) ..5Vl4B.Z8 4B.65 9135&.00 - 
• 0« » swhrt. iriia will bn taaad H Sri price 
^ Yield erattatc as CAB (Conmo** Anal btwa) 

Glenfrlan Unit Td Mngn Ud (0905) F 

22 54fh)Ur Sl Locdoc SW1Y 4HS 071-931 

Pmctr Portfolio . 2|314 0 314 0 326 Bll «2 
hwOpoartaMIta 2 86 77 8b 77* 91 45^81 
mpartacone -. 2188 45 88 <5* 93 24 B 81 


Global 3( 73 08 7330 78 bl 3.81 

(**>« H 5836 5836 *fAJ L57 

JaAtal . ■ . -3$ 7838 7838*83.83 101 

InU Curacy U- 3% 5452 54 52*57 74 769 

S£ Acta 6 68 78 M 71 7456 LU 

UXCaptaUSran8..6 65 76 6642 7104C60 


JapantwAcc -6I43A6 4325 4601 

Ednhnigh Unit Td Mngn Ltd Q400IH 
97 Hnourial Terrace, Edtatagk 

Anefeu .. .. rsIlOOA 100, „ 

— ■ ■■ ' si* 21 45 22.74 

34.48 34.48 3650 

Grand Aloe 3 1B&7 188 7 2005 

Kltadbl 5 120.9 120 4*1285 

tamatlanal 5 2828 2828 3005 

MUtacoae _5V 7L46 71^6*7628 

L*U» Aewlra ... 5 V 2458 2446 2028 

Picffle.. 5V 49.45 4945*5254 

Sslllr Jap Eos 5 4922 49.22 5230 

ratH 5 1472 1472 1565 

UKStulkrCoi - ..5 136 0 1400 1488 


Global Asset Management C12O0JF 
CAM Suriine Muagemm LU 


lZSiJame't piece. I 
EAME&taUtac . 5 
GAM £ 1 btu te ..5 
GAMEEroranta 5 
GAIKEucpeuAcc .5 
GAM AnUlpMi t* .5 
GAMteAoMiAcc .. 5 
GAM NlhArarlaC ..5 
GAM HhAapAfc _S 
GAMFuEtatae 5 


LAS UnH Td Mngit Ud Q0001H 
lUOutasSi EdMint EH3 5£B E 
Eraseaa _ ...SV 6363 6163 6789 
Erin Income.-. SV 2106 2106 232b 

FerEtta 5V 20.54 20 54 2185 

tacora&Gmtt 3 V 64 91 65 54 69 74 
tail Grata -5*j 4451 4451 4735 

"• 45. BO 458 0 48 72 

..-,100.1 100 2*1022 

■U Amer Eerily 5V 37J.0 57.10*3947 
UKEftahy . ,5V 1 74 88 74.88* 79.66 

•CAR -CarnpaH* A*** Rate 


(AcoaaUata) . 

Stab* Bond . 
Items UsJuJ..-.. 
Com Seen rills 
(Accam Units) .. 


wi masalas K»^^ Pe,<, ^- E26n, 

*■■■■ Ea*» . •’ — 


i 768 9 770 6 822.0 
124 2 124 2 130 5 
136.1 1361 1430 
94 45 94.45 9934Q.74 
1604 1605 169 0 "• 


J UmnUrbJ... 

GroMh 

It 25? UccuaUaUd.. 


W4* C*fl4Gera*4-.SV 45 82 45 82 48 88 1 47 *0*1 hwme~7 
(Acorn Unit* 6 ..SV 146.4* 46 44 *95**97 *730 EuHnta 1 

Inane 5 120.0 1200*128 t 5 68 *090 uaralMtal 


(Acann Umtil.. 
Invntfticni) 

(Aeon UnllM... 


5 1726 172 6* 18*. IB 68 uKBTOXT* 
3 322.1 322 1 34288 21 l*M< UK tao25 


St James's Place UT Gmnp LU (12O0JF 

150Si VtacolSL GUM0aG25N5 0*1-3076500 

FuEanbK 5 114 2 1161 IZ2.9jg.17 1 

FerEettte. 5 11*2 1161 1229 7.17 

MEntetatQHI -3 1953 195 6 207 0 1 65 

CalntetaBlIKI. 3 297 7 297 7 315 0 1 65 

Grain loc 5 77 96 77 96 8250 1 bO 

70 Grail Acc 5 79.25 7925 8386 160 

112* MnaUMtncKlD-D J> 2102 210 2 2224 

p in»raf 1 ~ ' " 5 287 7 2S7 7 3D44U.72 
1121 RU> Am & InU Inc .5 233 6 2356 247 2 138 

MrilAmAMUte 5 2811 2811 2975 1 38 

. PEP PraarathttaC .5 1520 154 0 163 0 1 99 

. -401*1126 PEPPmrabcAct 5 1655 167 4 177 J 1 99 

-6 2019 203 1 21bOg40HU27 UK tUgilneaietac .3 97 45 9904 1049 3.15 

.1 n UKHtatatnrAcc 5 9917 1008 106 7 115 


6577 , Epoalrte. 01 

... 6 194-2 197.1 2096 
. 6 3892 3 948 420.0 
5 118.4 1206 126.9 
5 20*9 2009 219. B 
.. 6 IBS 2 188 0* 199.9 
. 6 18*3 1853 1973 


MSwUtaCaiAa 6 52 02 53 86 57 29 


5 SO. HWMP. 

mclaatfrhanrt 6V 67 67 68 98 73 88 
OKEaaMyGmrti 6S 5933 60 59 64 46 
EnrObCM ... 6V 46 37 47 47*5030 
Ntd AatirtUfl .. . 6V 56 9b 57 BBS 61 57 
FuEeiirm bV 45 3J *625 4920 
Moan . 6 6247 62*7 62.47 

ri,rtl*emu bV 6533 65 60 69 79 
■tarn LAM GDI 6V 59 83 60 13 63 971133 |w ^ 

AEGON UnH Trusts Ltd (1400>F gSE 1 

SSFeMJMSl Mjp*nmrM22AF 061236,5685 Uc^Uata) 
BnlhriGrath 5V|»13 558eri59 43g.B9|«U70 kicra AGraid 
Britwilrrao* 5V 6126 61 2M66 1BQ96MM 
SriecIPcntataf „5Vl5638 5643*h037B27W7739 

AEtaa UnH Trust* Ud OtOUF 
AEpu HtW4 2-17 PMOPriKt Bud. Loodsa. HI 9XG ' 

Ortlmg M776W38T 


00 ) 

236 

Fog 061 2365362 


EurepouGraib 5|1<*S0 190 SO 

' 740 *2740444730 


Erienpf . 2VP2740 

(Accra Unta) . 2V 
Far tellers. . .. 5V 
JteamUmm 
H^avnM . 

(AuvnUnta) 

I berm Gran 5 
latlGrann 

UteamUrUUl 


31600 1377 OO^H 
te40 304 90pl8 
1UJ0 338201118 



Elen Ud aOOUF 

d23653tz g^^/ 5 mi?¥A 5 r^ 

Endurance Fnnd Management Ltd (B905)F 

Eanttable Unit Trust Managen LU a6M)F 
U/attonSL, Ajtetarv Bncb, HP2170N. £0 
EmSMrt . - .... 5 5677 5742 6044 
FJrtesa .... 5 8146 18659 196*1 

HMIopae 5 LOO. 7* in.9UU8.41 

tad Grat* -..3 7764 80.43 8466 

Noilh Anvricu 5 9737 98.99 10420 

Pel lean .. . 5 9405 9607*10113 

Smaller Den -5 5327 H61 5834 

Special Sits 3 65 96 68 BS 71 51 H 21 

Bttigw TtarikuTus ... 50188*11841124.641316 

££l«w Exeter Fond Managers Ud Q.400)F 
bvlMU 23C*brtnlYml.ExaerEXllHS 0392 412144 


SWl 

JO 315 JO 33521 
.01 34101 36334 
76* 11789 125 42 
55 1216013256 
211032110920 
34 10354 10953 
27 24527 260 92 
72 303.72 323 10 

00 215*8 229 23)124 

GAM Far E4H AM.. 5 p9 71 S3 27 Z36 46§ W 
CAM UK DNfdtac 5p099 1U99 UB.08pb4 
GAM UK DhflAcc. 5817 JO 117 JO 124 57 12 64 


GOKtt (John) UnH Mgmt LU U000)F 
SM O l B ta te ar. 4 Battle Bridge Lane. toMan SE1 
071-378 7979 Mller 077 “ 

OKPibpralntac 5V 6725 6729 7L92 
UK Small Ctfi . SV 3406 35D9 3753 
GtBritUCa's SV 42217 4257 4585 200 
American Gmu . 5V U0J6 U0J6 11782 US 
JtaaaGaU .. 5V 55 74 55.74 5961 700 

Padftc Ik _5V L1847 Ul 43 U9 J8 922 

PaerikStr*™ 3V 8955 90.76 9787 >20 
EiritaeuP Garin . 5V 6058 6058 64 80 082 
UKlGronrUi . 5V 10755 10T55 11482 195 
German Karuow . 5V 4857 4357 4651 >.W 
. - . 5V mao 1225*1 12.4)02 200 
Wa it 53*1 53.91 SB43B00 


L & C UnH Td Mogmt LU (0905)F 

lull & General 31300.1 314.8 32125981“ 


Jnpu 5 134.8 13* B 14Z8 120' 

(AcamUnlul . 5 1384 158 4 1*66 9 00 
N» Emm. 5 V 110 9 110 9 1183 169 
(Acann Unlu) ..5V 110 4 110-9 1 18 3 169 

Pacific . - . . 5 77 89 78 71 83 96 1 68 

(Acona IMU> 5 8233 8321 88 76 0 68 

Portfolio 5 65 71 bS.71 69 93 3.45 

(teem Umul . .5 73 62 7362 78 35 3 4? 

teSkBT 5 234.2 234 2*2499 583 

(Actum iMUl .. 5 292 7 292 7* 3123 5 83 
UKSoaltarCB-t ...5 39 27 3940 43 36 209, 
(Accra Data). . 5 4367 4437 47 33 BD9 1*015} 
Inctttrtfnl Fate , ^ , 


ten El rap* .. - blS362 5881 572*897 

Pembroke AAninbtratiBn Ltd (1630JF 
18-14 Sudbad St Uadta waR4PZ m 071-OD0556 
Pendrota Accra ...582257 1158* 122 7BD57(4112B 
MnblMIta . 61*7 05 48 25 51 IS B04 1*057 


Laurence Keen UnH Trost Mogmt 0300JF y«ra.uoHfl. . 5 l43*7 *437 n 3312119 

6Mtetataf;^^6.90 4768 50 72feS?lmW ilnSi soli 6^.7 B.87 

tavStaCKteKy -2 72.72 74 46* 76J7h.(W 


LaareotUn UnH Td llngmt Ud I12DDW 
7 Laarmloa Hie. BAnraod. Gkauattr GL4 7K 


bpWaMfljl 

Grau rmtte 

HW Income 
touraUanajM 
Uncemtartimta 

EprairaOrilaJ 


US Index 

FT-ttU* 

HD IMt Trta Btallra 87X465 0833 
MIS UK India t .TbvTfatai I1J« 187312b 40 
•~ r *■ 'miiniflbtB} 1LZS1PJ5 


James Capd UnH Tst Mngt Ud a 40 OIF 


„ 50 250 50 266 50 
35 n 35 72 38 55 
85 82 85 82 9137 
92 59 42 59 98 59 


Japan GrtblAccl 8)95 95 4545 10250 


ltd Amcr Got* 

lAccra Unmi 
Prrterrttf 
■AuumlMru 

rAccii'n Otaii A 5 
SrvjKrr UnChr 5 
(Accra UfUtil 
Smaller Cm 
' A cc ra UriU 
UK Gram 
denPlIMu 


■■80 20390 216 00 
■ 80 25190 266 90 
W30 U* 70*12280 
tti90 511 BO 554 40| 
toon irmonitate 
10 W LU 327 ■ 

67 75 67 75 73 64MB 
P»50 10530 114 70(862 
7060 l»*0*tBl Wf* 17 
■00 26100 277 70|4J7 


TlpWltanK 

Trlatrtadm. 


LCtadOR EC2M 4HU 

3414 , ‘S77 
1798 1749 1919 
4793 081.7*514 0 
.73 71 73 7639 
98 1198 1273 
JO 71 69 7631 
27 2237 2346 
17 67 01 7131. . 

. ■ 3 4585(*467.9)550 
164 56 64 75 69 1DQ J5 
" 7 183 7* 196.0 [ - 

8 23J8 24 73 

a 0 59 46 52, - 

56 60 60 40|0 90 
7 1231 1313P.951 
.. 70 8236 OB 21(3 84 


Allcbprcins In* Mgmt Sens LU C12MW 


Brjulart If A. 3? 
Aauiiisx.'n 

A.K.,| tecum 
lero IVnUrrlx 
HuamBn-itaAc 


if a. 3-ynrifk kb GBs 
i.me . 516132 62 
[urn 5[7L57 72 
•Urrlx 5V|50.49 SI 
.irate 5vl«0O 61 


(UGH* 045Z3T 

132 62 31 6632b 25 
L57 7230 7702 
0.49 SI 39 54 66 
OOO 6106 6*951438 


0n-»55i050 nrakm-07 

Aaafcan trpalb . 5V 
American tadea SV 

Ctabol SV 

Carman Bract* -5V 
EraeracKlOO. SV 
FwEraGebaalta SV 

Ctatailata 5V 

Ha ag Kn a g Cmte. 5V 
■acorn*. . 5V . 

bal Grata 5V 64 56 6* 75 69 10 

JapraGrttatb. .. SV ~ 

a 

_ £ 

UK iStai 5>iIU5 1120 U95&70I 
THEFOOTSt/OND -4Vll00J 100 2 10S8B31 

Capital House Unit Td Mgn 0200JF 


Wtalnc— - ..5V 3781 39 J 1*41. 71 
4388* 46 J9 
30-26 37.10 
Warrant*. . 6123.29 27.72 30.12*1.00 

Family Investment llngmt Ud (10Q0>F 
16 Wal Street, BriMun BH1 ZfiE flOTZM] 
FmlVABClTn 5157 8S 58.14 6I84H UM 
FonKyTran 5159.45 6005 63080 66M0 

Fidelity Imedment Sens lid (1200 IF 
130. Tonbridge W. ToteMM THU 9DZ 
Cdlfree Prftaa ClkMi 0800 414161 

Brttaf Deal tapi 0800414181 



! Droltaf 

196 4 196.4 208 
5184 75 84 75 45 48H54 
64.41 64.41 6B52UJ1 
5158 5J.SWS4 87a.42 

— -.54 74 54 74 58 23USS 

JraaBtabrtAPrt _4 32J1 52 21 34,27 
AmeriruidrtAiam 6|Sb3* 56 24*5483 
6 48 0J 49 04 52.17 

015231 5231 S2J1I7S2 

Lazaud UnH Td Mann 

21 H CtarfleUb Lfl*da*£C2P 2KT 071-37 

UK CtalUl Har 19 . 0 300 J 300 2 30511276 
U*6C*Gne»tel9..0 318 2 318 2 323 5 
UK ktaametto* 19 0 2148 214W214 0 
UCSaCatttltaaH. 0 1343 1545 16 LO 
(ndiNaal9* 0 B8-22 8822*8915 
...fiatate»F.O 69.46 69 46*7036 
6ptteteHtal9..0 6020 6020*6132 
tall*. 0 l»ria 11079* 11679* 

Legal & General (U.T. Mgrs) LU O20D)F 
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FT MANAGED FUNDS SERVICE 


i Unit Trust prices are available from FT Cityline, cell 083T 43 + tfie Uve-diglt code listed after 
the unit trusts. Calls charged at 36p/minute cheap rate and 48p/mlnute at afl other times. 
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FT MANAGED FUNDS SERVICE 


1 Unit Trust prices are available irom FT Cityline, call 0891 43 + the live-digit code listed after 
fte unit trusts. Calls charged at 36p/mlnuto Cheap rate and 48p/minula at all other limn. 
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FT MANAGED FUNDS SERVICE 


• Unit Trust prices are available from FT Cityline, call 0891 43 hve-diga co de te ted alter 
the unit trusts. Calls charged at 38p/minute cheap rate and 48pf minute at ail other times. 
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CURRENCIES. MONEY AND CAPITAL MARKETS 


MONEY MARKET FUNDS 


FOREIGN EXCHANGE AND MONEY MARKETS 

Focus on Germany 


POUND SPOT - FORWARD AGAINST THE POUND 


LONDON RECENT ISSUES 


EQUITIES 



IN THE WAKE of last week’s 
turmoil in the . European 
exchange rate mechanism, 
dealers will pay even more 
attention to the prospects for a 
reduction in official German 
interest rates' this week, writes 
James Blitz. 

The markets have recently 
tempered their optimism about 
an easing in German monetary 
policy, and money markets 
continue to doubt whether 
there will be another cut in the 
discount rate this year. 

UK daring tank base temfiag rate 
7 par cad 

from November 13, 1992 

However, the after-effects of 
Sweden's float of the krona 
pushed weaker ERM 
currencies nearer their floors 
last week, and the earlier 
optimism about a rate cut is 
again taking hold. 

An important indication of 
whether the Bundesbank can 
afford to ease policy will come 
in. the M3 money supply 
figures for October due out this 
week. Mr Neil MacKinnon, 
chief economist at Citibank in 
London, believes the figure 


C IN NEW YORK 


will rise to 9.5 per cent from a 
previous 93 per cent This falls 
well outside the current 
annual target range of 33-5.5 
percent 

Mr Mackihnon points out 
that the Bundesbank is due to 
revise its target for M3 growth 
next month. The 5 independent 
economic advisers to the 
German government - the 
“five wise men" - said last 
week that the M3 target should 
be revised up from 6 per cent 
to 8 per cent 

In the US, the main focus 
will . be on this week's 
preliminary figure for 3rd 
Quarter GDP, due on 
Wednesday, and the figures for 
Durable Goods orders and 
Consumer confidence in 
September and October due 
out tomorrow. Both will give 
further indications of the 
strength of the upturn in the 
US economy. 

However, analysts believe 
that the economic 
appointments of Mr Bill 
Clinton’s new administration 
are certain to have a more 
immediate impact on dollar/ 
D-Mark trading. 
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Monda y Inter view 

Charmed 
by the 
simple life 

Heinrich von Pierer, chief 
executive of Siemens* talks to 
Christopher Parkes and 
Andrew Fisher 
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H einrich von Pierer, 
chief executive of 
Siemens, Europe's 
biggest electronics 
company, thinks the quest for 
perfection, one of the tradi- 
tional strengths of German 
industry, can go too far. 

“Germans always try to do 
the very best that's possible. 
It’s almost a philosophical 
thing: I believe this perfection- 
ism is not just a Siemens char- 
acteristic; it is ingrained in 
every German engineer,” he 
says. “It’s a very sympathetic 
quality ... but Tm a business- 
man, and it is my job to supply 
what the market wants.” 

Mr von Pierer, a trim 51 with 
a passion for tennis and a taste 
for colourful ties, is less than 
two months into the job. He is 
mulling over the long-standing 
issues which exercise him in 
particular and which are com- 
mon throughout German man- 
ufacturing. “We cam too little; 
2.5 per cent return on sales is 
too little,” he says of Siemens. 

He denounces claims from 
some of his peers that Ger- 
many is losing its attraction as 
a place to invest and manufac- 
ture. He reels off the country's 
well-known educational, politi- 
cal and infrastructural advan- 
tages. But then he hesitates as 
he considers the negative side 
of the picture. 

Rolled together, the disad- 
vantages lead to a single con- 
clusion. “Germany has become 
too expensive,” he says. At Sie- 
mens, as at Daimler-Benz and 
Volkswagen car groups, the 
result will be a tough pro- 
gramme of cost-cutting and 
lay-offs among the company’s 
400, 000-strong global work- 
force. 

Mr von Pierer, formerly a 
leading local figure In the 
Christian Social Union (CSU) 
conservative political party, 
discovered and corrected one 
weakness in the group's philos- 
ophy - the perfectionist cul- 
ture - when in charge of 
KWU, Siemens' power plant 
division. There, products were 
sometimes over-engineered, 
more sophisticated or with 
more features than the custom- 
ers wanted or needed, he says. 
Customers turned elsewhere 
for simpler, cheaper products. 

Similar conditions applied in 
Siemens' medical engineering 
arm and are now being tack- 
led. Like KWU, which does 
two-thirds of its business out- 
side Germany, 80 per cent of 
the division's sales are abroad. 
It is, therefore, more exposed 
to the pressures of interna- 
tional competition than the 


group as a whole, which still 
generates 46 per cent of its 
DMSObn (£33 bn) turnover 
inside Germany. 

“Siemens makes excellent 
equipment, but the question is: 
has it always paid us to do so?” 
Mr von Pierer asks. “We must 
adapt to the market.” The Jap- 
anese, coming in from the low- 
technology end of the market, 
have built a successful medical 
equipment business with basic 
equipment, he says. Naturally, 
Siemens’ quality must not be 
impaired as it counters this 
threat, he adds, but “we need 
to learn to make things differ- 
ently and more simply”. 

For Mr von Merer, this does 
not involve a revolution in the 
company. He is no iconoclast, 
but he is determined to speed 
up the process of cha n ge. In 
this respect he resembles many 
German chief executives. “If 
you scratch just below the top 
level in many companies, you 
will find quite a few like him,” 
an associate remarks. 

His training as a lawyer and 
economist, more than his rela- 
tive youth, marks him out in a 
business where the engineer 
has normally ruled. But he is 
also a consensus-builder in the 
old mould (he claims his col- 
leagues support his perfection- 
ism critique to a man), with 
real affection for the company 
and undisguised respect for his 
mentors and predecessors. 

He owes much to Mr Karl- 
heinz Kaske, Siemens' chief 
executive for 12 years until 
September. Mr Kaske oversaw 
the acquisitions programme of 
the 1980s which raised and 
broadened Siemens' profile in 
the US and other important 
markets. He also opened up the 
group’s monolithic structure, 
creating 17 operating divisions 
which encompass 300 different 
business activities. 

It has fallen to Mr von 
Pierer, and others of his gener- 
ation promoted under Mr 
Kaske, to streamline the 
sprawling empire, penetrate 
further into foreign markets, 
especially Asia, and improve 
the cost structure - at a time 
when the international and 
domestic economies are barely 
growing. 

The axe has already fallen on 
thousands of jobs, notably In 
Siemens' loss-ridden semicon- 
ductor and computer busi- 
nesses. The group, with a staff 
turnover of about 10 per cent a 
year. Is coming to the point 
where non-replacement of vol- 
untary leavers and other “pain- 
free" payroll reduction meth- 
ods - early retirement, non-re- 



‘We must adapt to the market’ 


newal of short-term contracts 
- are no longer enough. 

While some companies are 
hinting that they may soon 
resort to forced redundancies, 
anathema in Germany’s “social 
economy”, Mr von Pierer is 
trying to find other ways to cut 
costs. “The hire-and-fire princi- 
ple does not exist here, and I 
never want it to,” he says. 

So he is looking at other 
ways to boost efficiency. Can 
over-engineered products be 
simplified without any loss of 

PERSONAL PILE 

1941 Bom Erlangen near Nur- 
emberg. 

1969 Siemens legal depart- 
ment 

1977 KWU power station unit 

1988 Commercial director, 
KWU. 

1989 Member of main Sie- 
mens's board. 

1991 Deputy chief executive. 

1992 Chief executive, Sie- 
mens . 


quality? Can tortuous manu- 
facturing processes be short- 
ened or replaced? Is there a 
greater role for computerised 
marhiTtpg in a business where 
engineering and software 
account for 50 per cent of 
added value? 

He says there is scope for 
more manufacturing outside 
Germany: not simply to escape 
the high cost base at home, but 
also to add value in the places 
where Siemens does business, 
collaborating with and buying 
components from customers, 
“ft Is not just a question of 
costs,” Mr von Pierer says, “ff 
we want to continue to develop 
as a global player we cannot 
simply deal with our custom- 
ers as importers." 

At the same time, he is con- 
tending with severe problems 
in two of his most important 
divisions: semiconductors and 
computers. It is no comfort 
that the semiconductor indus- 
try is making losses around 
the world - the figure is esti- 


mated at about DM500m for 
Siemens. Much the same 
applies to Siemens Nlxdorf 
(SNQ, the computer business, 
which is also losing heavily. 

Semiconductors are the com- 
mon components, the thread 
running through every impor- 
tant business activity in the 
group. “What is fundamental 
for me is that we should have 
the technology to all our prod- 
ucts,” he says. But the costs 
are huge, and Siemens, 
although ranked third in Euro- 
pean semiconductor sales, is 
relatively small in world terms. 
Collaborations to defray devel- 
opment and manufacturing 
charges - most recently a link 
with IBM and Toshiba on the 
new generation 256-megabit 
D-Ram - help. But the lack of 
European partners willing to 
take up the group's open invi- 
tation to co-operate obviously 
chafes. 

"Sometimes it is difficult to 
get across that we are not just 
doing it for our own needs," he 
complains. Access to advanced 
memory chip technology is 
crucial in markets where man- 
ufacturers increasingly seek to 
tailor product precisely to cus- 
tomers’ needs . . . and also 
where Japan is on the ascen- 
dant 

Co-operation also figures in 
his plans for Siemens Nixdorf, 
the result of an ill-timed and 
ill-starred marriage of Ger- 
many’s great computer rivals. 
But it is still too early to talk 
about it he says. “We must 
first bring our house into 
order." 

Bad luck has undoubtedly 
influenced the fortunes of a 
company in the throes of reor- 
ganisation just as the com- 
puter industry was diving into 
a severe structural crisis. But 
the feet that it has taken the 
best pari of two years to flush 
out old enmities plaguing both 
sides in the takeover speaks 
volumes about the cautious 
German approach to mergers. 

Siemens also fumbled the 
assimilation of the US Rolm 


Re-take the refugee test 


E uro-sceptics jeer that 
the European Commu- 
nity has failed the test 
of the Yugoslav crisis. 
They say it proves that the 
far-reaching ambitions of the 
Maastricht treaty are wildly 
unrealistic. Europe could not 
hope to put together a common 
foreign policy, and might as 
well abandon the attempt. 

Reality will not let us off so 
lightly. The sceptics seem to be 
misled by some school-games 
paradigm: the hopelessly unco- 
ordinated are excused from 
taking part In the football 
team. But they should look 
instead at the pitiless academic 
discipline of the French lycee 
which admits no such excuse. 

The fact that the Community 
has failed so Ear does not mean 
that from now on the Euro- 
peans are excused. On the con- 
trary, we are now paying for 
our failure with a “redouble- 
merit” \ we must re-do the 
course again and take the 
exam until we pass. 

The problem is that now the 
exam is much more difficult, 
and the syllabus has been 
vastly expanded. At first the 
military experts told us there 
was nothing to gain and every- 
thing to lose by trying to inter- 
vene in this civil war. it would 
involve very large forces, 
unpredictable but probably 
large casualties, an uncertain 
and probably unreallsable 
political strategy, and a com- 
mitment of indefinite duration. 

In the face of this kind of 
dire risk assessment, politi- 
cians quail. Unfortunately, 
they felled adequately to weigh 
up the costs of not intervening 
in the crisis. 



IAN DAVIDSON 

on 

EUROPE 

What we have instead is a 
massive flood of refugees from 
the war zone, which is already 
threatening tile political stabil- 
ity of German society, and 
which win certainly get worse, 
in Germany or elsewhere. We 
thought we could stay out of 
trouble by not getting 
involved. This was a mistake; 
the trouble has come to us, in 
their hundreds of thousands, 
and we cannot avoid It 

We certainly cannot avoid 
the flood of refugees by playing 
cynical and hypocritical 
bureaucratic games. Refugees 
claim political asylum because 
this is their only plausible 
escape route. So the German 
political establishment pre- 
pares to rewrite the constitu- 
tion to limit the access of asy- 
lum seekers; and the British 
government sets up new and 
Kafkaesque obstacles to frus- 
trate them. 

If they want asylum in 
Britain, they must have a visa. 
However, they cannot secure a 
visa, because Britain has no 
consulate in Bosnia; in any 
case the government will 
refuse a visa if it Is for asylum. 
But even if the consulate in 


Vienna were to grant a visa, 
the hard men at Heathrow are 
empowered to cancel it. This is 
Catch-22 in spades. 

So when Mr John Major, the 
British prime minister, says in 
parliament “With the best will 
in the world, we simply cannot 
take everyone who, for under- 
standable reasons, wants to 
leave Yugoslavia,” he is adopt- 
ing a hypocritical posture. The 
British government is not 
showing the best will in the 
world, and probably would pre- 
fer to take no Yugoslav refu- 
gees at alL 

This is not an option, how- 
ever. All west European coun- 
tries will take large numbers of 
unwanted refugees, willy nilly, 
legally or illegally, because of 
the scale of the problem. There 
are already large numbers of 
Illegal immigrants from vari- 
ous parts of the world in all 
members of the Community, 
because they cannot in prac- 
tice be kept out; and the num- 
bers will undoubtedly rise after 
the easing of internal frontier 
controls between member 
states under the single market 
□ext year. 

Tighter rules in Germany 
will be intended to keep more 
people out; but all land fron- 
tiers in Europe are highly per- 
meable, and the German gov- 
ernment will be deeply 
reluctant to incur the shame of 
mass expulsions. Britain is 
slightly protected by geogra- 
phy, compared with Germany 
or France, but only slightly. 
There is no security In the 
Channel. 

No useful purpose is served 
by a myopic focus on the legal 
definition of what is or is not a 


refugee. It may be true that 
most of those who are fleeing 
the war, the destruction of 
their homes and the deaths of 
their relatives, are not “really" 
refugees under fear of persecu- 
tion, in the strict meaning of 
the term in the 1951 Geneva 
Convention. But the argument 
is essentially beside the point 
When 500,000 people are 
already displaced in the rest of 
Europe and 2m inside ex- 
Yugoslavia, it is foolish of 
Western governments to pre- 
tend the problem can be made 
to vanish by being defined out 
of existence. 

In any case, it is not easy to 
apply asylum laws as rigidly as 
governments would like. Much 
less than a tenth of those who 
seek asylum in Germany or 
Britain finally secure that sta- 
tus; but in both countries most 
applicants manage to stay per- 
manently, either legally, on 
some other grounds, or ille- 
gally, by disappearing into the 
undergrowth. 

Trying to halt the war refu- 
gees at the frontier is now no 
longer an option for the rest of 
Europe. The longer the mem- 
bers of the Community insist 
on limiting their military inter- 
vention In Bosnia to the mini- 
mal escort of aid convoys, the 
more certain it must be that 
the tide will turn into a flood. 

The only way or limiting the 
flow is to go to the source, and 
take sufficient military action 
on the ground to make it 
slightly more possible for some 
of the persecuted minorities to 
continue to live in their own 
country. Europe cannot avoid 
responsibility, however much 
it would prefer to do so. 


business, bought from IBM In 
1989, into its private communi- 
cations business. “We had one 
telecommunications system in 
Germany and one in the US 
and found it took much longer 
than we expected to integrate 
the businesses,” says Mr von 
Pierer. But Rolm is now shap- 
ing up: its three divisions have 
been rolled into one. “And high 
time, too," mutters the new 
chief. When business confi- 
dence recovers and private 
communications markets start 
to improve, Rolm will be in the. 
front line with its competitors, 
he says. 

However, no such difficulties 
attended the more recent 
absorption of Texas Instru- 
ments’ industrial control activ- 
ities, and plugging in the Syl- 
vania lightbulb business to 
Siemens' Osram subsidiary 
promises to be profitable. Sie- 
mens, it seems, is gradually 
coming to terms with cost-con- 
scious global markets and 
starting to appreciate the bene- 
fits of doing things more sim- 
ply. 


Why schools may 
become obsolete 


I have often wondered what 
it must have been like to 
bear Bernard Shaw speak 
in the 18308, before he 
became famous. Many of his 
ideas, such as the nationalisa- 
tion of industry and the cre- 
ation of a welfare state, must 
have struck his small London 
audiences as completely mad. 
Yet much of what he predicted 
came to pass within the space 
of one or two generations. Last 
week, listening to a sparsely 
attended lecture at the Cato 
Institute, a Washington think- 
tank, I felt a kinship with the 
Victorians that Shaw so loved 
to harangue. 

The speaker was Mr Lewis 
Perelman, author of a recently 
published book, School’s Out 
Hyperiearning, the New Tech- 
nology and toe End of Educa- 
tion*. The thesis he expounded 
with messianic fervour - 
which proved too outrageous 
even for his libertarian Cato 
audience - was that conven- 
tional education Is obsolete. 
Putting resources into school 
reform makes about as much 
sense as investing in the horse 
anil buggy at the «nd of the 
19th century. Just as the auto- 
mobile was destined to sweep 
aside home-based transport, so 
“hyperleanung” will sweep 
aside education as we now 
understand it 

I am not suggesting that Mr 
Perelman. a former high school 
science teacher and planning 
director for Holiday Inns, is 
another Shaw. But I do believe 
his f undamental argument — 
that technological change Is 
undermining the foundations 
of conventional education - is 
worth taking seriously. 

Teaching today is i mragruyiy 
labour-intensive. Hundreds of 
thousands of teachers stand in 
classrooms delivering almost 
identical Lectures to their stu- 
dents. Yet such techniques are 
inherently inefficient because 
the abilities of students vary so 
enormously - and because the 
competitive atmosphere of 
classrooms Inhibits many 
able students. 

With the latest computer 
technology, a single talented 
teacher can prepare and 
deliver a course to an unlim- 
ited number of students. Feed- 


Heavens above, is the City a zoo ? 

Bulls, bears and stags, and now Pelikans 
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ACROSS 

I He would be a drawback to 

the rnwimaniUng officer (6) 

4 Duck when beer mugs are 
thrown around (8) 

9 Figures they produce light 
separation (6) 

10 Light equipment for miner 
and motorist (8) 

12 No deviation from working 
party policies (8) 

13 Hit out and win outside and 
inside (6) 

15 Slippers - or part of 'em? (4) 

16 Model accommodation writ- 
ten about by Ibsen <5 ,5) 

19 Canine tenacity (10) 

20 Bird droppings? (4) 

23 Stockings only put out In the 
north and south (6) 

25 Supercilious about organ 
playing skill (8) 

27 A lovable disposition may be 
most important (W) 

28 Support In one game or 
another (6) 

29 Lay in a foreign drink as a 
souvenir (8) 

30 Call attention to 24 
period of prosperity (3J) 

The solution to last 

with names of winners on Sai 


hour 


DOWN 

1 Prevail over island uprising, 
being efficient (7) 

2 An Indication one wants to 
avoid any hostility (5,4) 

3 Stay to check ipnrimr in (6) 

5 American editor briefly 
employed (0 
6GOOOO<8) 

7 Stretch of water (5) 

8 Cost of stocking the river 
with birds ( 7 ) 

II Tell of dramatic happening at 
polling station (7) 

14 End of clues or anagram (7) 

17 To be without an escort is 

incautious (9) 

18 Spare property? (8) 

19 Apoetle under study in Scan- 
dinavia (?) 

21 Yet it’s a misplaced feeling of 

gratification (7) 

22 Source material used for 
study programme (6) 

24 Dissolute but not tight (5) 

26 A certain amount of snow 
dangerous to aircraft (4) 


puzzle will be published 
December 5. 
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hack loops and programmed 
instruction can allow students 
to learn at their own pace, 
repeating difficult sections as 
often as necessary. In. princi- 
ple, electronic lessons can 
move effortlessly between dif- 
ferent media; a history course, 
for example, can move from a 
“talking head" lecture format 
to archive text, to film footage 
of battlefields and finish by 
playing mmdn composed dur- 
ing the period. 

As the cost of electronic gad- 
getry fells, the savings from 
eliminating classr oom teachers 
and the physical infrastructure 
of schools are potentially 
immense To give an idea, The 
Civil War, an acclaimed US 
television. documentary, cost 
about $3m to make, or about 10 
cents a viewer/learaer. To con- 
vey the same information to 
the same number of people 
through traditional classroom 
techniques would have cost 
about $6bn and required the 
services of all of America's col- 
lege history professors for 
more than a year. 

A second plank of Mr Perel- 
man’s argument was that we 
can no longer afford to think of 
education as something we 
complete In our youth as a 
preparation for work and citi- 
zenship. With skill require- 
ments changing constantly, we 
all have to accept the need for 
lifelong learning. Fortunately 
electronic tools give us the 
ability to learn what we want, 
when we want - and in the 
comfort of our own homes. 

The revolution in learning 
made possible by new technol- 
ogy Is being impeded, Mr Perel- 
man argues, by the entrenched 
power of existing, redundant 
institutions. He would abolish 


all public grants for schools 
and colleges and give the 
money directly to families In 
the form of learning credits or 
“micro- vouchers". Just as . US 
food stamps can be spent on 
any kind of food, so educa- 
tional microvouchers could be 
spent on anything that nur- 
tures the mind, be ft distance- 
learning courses, video cas- 
settes, books or conventional 
schooling (which would no lon- 
ger be compulsory.) 

The second big change he 
advocates are laws forbidding 
employers to discriminate on 
the basis of academic qualifica- 
tions. Employers would be able 
to test recruits to determine if 
they have the skills actually 
needed for a job, but not to 
require them to have served 
time at schools or colleges. Mr 
Perelman believes that US aca- 
demic education is already a 
costly fraud. People pay ludi- 
crous sums for degrees that are 
of no practical relevance and 
which no longer even guaran- 
tee high-paid employment. If 
“credentialism” were banned 
and replaced by tests of actual 
competence, the whole edifice 
might come crashing down. 

But if conventional schools 
and colleges vanished, what 
would happen to young people? 
Well some institutions for 
sports, the arts and social 
Interaction would be needed, 
but they would not have to 
involve the regimentation of 
today's schools. That regimen- 
tation was, in any case, largely 
needed to discipline people for 
the monotony of a mass pro- 
duction industrial age that is 
already passing. 

The essence of Mr Perel- 
man's argument is that new 
technology provides the means 
for a far more economical, flex- 
ible and personalised form of 
education. At heart a utopian, 
he believes learning is as natu- 
ral as eating or sex; the trouble 
is that most people's appetite 
for it is destroyed by crude and 
outdated delivery systems. His 
ideas probably seem outland- 
ish; but remember, few people 
predict the really big social 
and economic changes that 
transform our lives. 

* School's Out, William Mor- 
row, Near York, S23 
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